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PROCEEDINGS 


OF THE 


SPECIAL COMMITTEE 


ppointed to examine into the provisions and workings of the Income 
War Tax Act and The Excess Profits Tax Act, 1940, and to 
formulate recommendations for the improvement, clari- 
fication and simplification of the methods of 
assessment and collection of taxes there- 
under and to report thereon. 


No. 1 
WEDNESDAY, NOVEMBER 14,.1945 


~ 


CHAIRMAN 
— The Honourable W. D. Euler, P.C. 


WITNESS: 


Nie C. Fraser Elliott, C. M.G., K.C., Deputy Minister of National 
Revenue for Taxation. 


EXHIBITS: 


. Office Procedure Manual, Taxation Division (Not printed). 
Operation Breakdowns Manual (Vol. I) (Not printed). 
Operation Breakdowns Manual, (Vol. II) (Not printed). 


EDMOND CLOUTIER coy ent pees 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 2” «2° ~ 
1945 ie 


OTTAWA > er 


ORDER OF APPOINTMENT 


Resolved That a ees Committee of the Senate be appointed to 
af xamine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment and 


A Retiine, ea pone, Buchanan, aa Crerar, Euler, Farris, San 


: (3) That the said Committee shall have authority to send for persons, 
sapers and records. 


_ ATTEST: 


L. C. MOYER, 
Clerk of the Senate. 


oe (2) that the zal Committee be composed a the Henan Senators 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, 31st October, 1945. 


Bae Pursuant to Netite the Special @ommnitties ‘appointed to examine into the 
provisions and workings of the Income War Tax Act and The Excess Profits 
os ‘ax Act, 1940, and to formulate recommendations for the improvement, clari- 
fication and simplification of the methods of assessment and collection of taxes 
thereunder, met this day at 11 a.m. 


Present: The Honourable Senators: Aseltine, Beauregard, Bench, Buchanan, 
ampbell, Crerar, Euler, Haig, Hayden, Hugessen, Lambert, Léger, McRae, 
Sinclair and Vien—15. 


hair. 


bd 


Following consideration and discussion of the Order of Reference, it was,— 


Resolved: To report to the Senate recommending :— 


ay That the Committee be empowered to sit during sittings and adjourn- 
ments of the Senate. 
2. That authority be granted to.print, from day to day, 600 copies in 
English and 200 copies in French of the proceedings of the Committee, 
and that Rule 100 be suspended in relation thereto. 
3. That the Committee be authorized to employ such technical and clerical 
assistance as may be required from time to time. 


2 On motion of the Honourable Senator Bench, seconded by the Honourable 


The Honourable the Chairman (Honourable Senator Euler, P.C.) 
and the Honourable Senators Campbell, Haig, Hugessen, Lambert and 
Léger, were appointed a steering committee on agenda. 


At 12.45 pn. the Gommibies adjourned to Wednesday, 14th November, 
: = a 


R. LAROSE, 
Clerk of the Committee. 


The Honcuravic Senator Euler, P.C., was elected Chairman and took the — 


bear 


MINUTES OF PROCEEDINGS 


WEDNESDAY, 14th November, 1945. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the im- 
provement, clarification and simplification of the methods of assessment and 
collection of taxes thereunder, met this day at 10.30 a.m. 


Present; The Honourable W. D. Euler, P-C., Chairman, and the Honour- 
able Senators Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae and Vien—14. 


In attendance: The Official Reporters of the Senate; Mr. J. F. MacNeill, 
Law Clerk and Parliamentary Counsel of the Senate. 


Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National Revenue 
for Taxation, was called and was heard. 


At 12.40 p.m., the Committee adjourned to the rising of the Senate this day. 
At 4 p.m., the Committee resumed. 

Mr. C. Fraser Elliott, C.M.G., K.C., was recalled. 

The following Exhibits were filed:— 

1. Office Procedure Manual, Taxation Division. (Not printed). 


2. Operation Breakdowns Manual. (Vol. I). (Not printed). 
3. Operation Breakdowns Manual. (Vol. II). (Not printed). 


At. 5.45 p.m., the Committee adjourned until 11.30 a.m., Thursday, 15th 
November, instant. ) 


ATTEST: 


R. LAROSE, 
Clerk of the Committee. 


Peers rr ee 


MINUTES OF EVIDENCE 


THE SENATE 
Wepnespay, November 14, 1945 


The Special Committe of the Senate to consider the Provisions and Workings 
of the Income War Tax ‘Act, Etc., met this day at 10.30 a.m. on the following 
reference: | 

That a Special Committee of the Senate be appointed to examine into the 
provisions and workings of the Income War Tax Act and the Excess Profits 
Tax Act, 1940, and to formulate recommendations for the improvement, clarifi- 
cation and simplification of the methods of assessment and collection of taxes 
thereunder and to report thereon; 

2. That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair, and 
Vien; 

3. That the said Committee shall have authority to send for persons, papers 
and records. 

Hon. Mr. Ever in the-Chair. 

The CuarrMan: Gentlemen, if you will come to order we will proceed. 


I should like to extend a Pelee to those who have accepted our invitation 
to be here today at this, the first open public meeting of this Senate Committee. 

_ We have invited, and most of them are present, representatives from industry, 
commerce, labour, agriculture, the Bar Association of Canada, the Chartered 
nants Association and the Certified Public Accountants Association of 

anada. 

The objective of the committee is set out in the resolution for its appoint- 
ment. That objective can be stated in a few words: to inquire into the workings 
of the Income War Tax Act. Without any desire to limit unduly the scope of 
the discussion and the inqiury, we are in effect obliged to operate pretty well 
within the four corners of that resolution. This is to be an inquiry into what 
I might call the mechanics of the Act itself, although we may sometimes verge 


upon a discussion of policy. Policy, however, still remains strictly within the 


responsibility of the Government. 

Hon. Mr. Haypen: What do you mean by policy, Mr. Chairman? 

The CHarrMAN: As to whether we want taxation reduced from 40 per cent 
to 20 per cent. 

Hon. Mr. Haypren: Not the incidence of taxation. 

The Cuamrman: Not the incidence of taxation, nor Government ey in 
regard to taxation itself. That, I think is clearly understood. 

I should like to emphasize that the appointment of the Committee is not in 
any sense a reflection upon the officials of the Income Tax Branch or upon the 
Government. 

Some Hon. Senators: Hear, hear. 

The CHatrMAN: This is not to be in any sense a muck-raking expedition. 

Hon. Mr. Haypen: Nor a witch hunt. 

~ The CHarrMAN: Nor a witch hunt, if you want to call it such. For example, 
we do not expect to discover any scandals, nor do we intend to embarrass the . 
Government or anyone else. In fact our purpose it to be of assistance to the 


Government in any changes it may wish to make in the Act. No member here 
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has, I think, an axe to grind, personal, political or otherwise. But we do hope 
through consultation, the hearing of evidence from interested persons and co- 


a ae 


operation to make some sort of contribution to improve the working of the 


Income War Tax Act. The Minister of Finance already in his budget speech 
has declared his desire for and the need of a revamping—I am using my own 
language—of the whole structure of the Income War Tax Act. In that we 
desire to be of assistance, and it seems to me, as I said at our first meeting, that 
the members of this Committee are very well qualified by experience in business 
and in public life to make a real contribution to the improvement of the Act. 
We all appreciate, I believe, the difficulties that have developed throughout 
the years in the administration of the Act. In fact these difficulties are to a 
great extent inherent in the very magnitude of the work of collecting hundreds 


of millions of dollars from millions of taxpayers throughout Canada, These - 


difficulties are augmented ‘by reason of the fact that there have been throughout 


the years numerous amendments to the Act. So it is not to be wondered at that— 


there are difficulties of administration and of interpretation, with resultant 
bottle-necks and delays, with consequent dissatisfaction, uncertainty and a 
certain amount of irritation, which I think my friend Mr. Elhott will very well 
understand, < 

Not the least of this irritation is the difficulty of filling out the income tax 
forms. That may be unavoidable, but certainly if some simplification of these 
forms can be effected, that alone will justify the appointment and work of this 
Committee, : 

In order to make our committee work a success, full co-operation from 
all is absolutely essential. As I mentioned the other day, we need the co- 
operation of all members of the Committee, and I am confident I am speaking 
for them all when I say that in this inquiry there are no political impleations 
of any sort. We need also the co-operation of the public in so far as is possible, 
and we ask for the assistance of those who are gathered here in response to our 
invitation by way of evidence, opinions and suggestions; and also the sympa- 
thetic co-operation of the Press. 

Obviously the first thing to do is to get a complete view of the mechanics 
of the Income Tax Branch of the Department. No one in the Government 
service understands that better than does the head of the branch, Mr. Fraser 
Klhott. I am afraid Mr. Elliott does not require any introduction to many of 
you. | 

Some Hon. SenAtors: Oh, oh. 


Hon. Mr. Haypnen: It is a name to conjure with. 


The CuatrMan: I propose to call as the first witness Mr. Elliott. He,~1-: 


think, will give us a very comprehensive and instructive survey of the whole 
work of his branch. Before I do so it is thought desirable that we should have 
some expressions of opinion from members of the Committee, particularly the 


leaders of the two parties in the Senate. Unfortunately the Government leader, — 


Senator Robertson, is not able to be here at this time, but a little later he will 
address us. The leader on the other side, my friend Senator Jack Haig, who 
is an admirable speaker, has I hope something to say. We may also hear from 
some other members of the Committee before we call on Mr. Elliott. 

Senator Haig. 


Hon. Mr. Hate: Mr. Chairman and gentlemen, to a large extent I agree 
with the remarks of the chairman. I want the public to know that this is not 
a committee to suggest ways of reducing income tax. We are neither for nor 
against such a policy. We have our own personal views. I think 99 if indeed 
not 100 per cent of our people are in favour of reduction of income tax, but we 


do not want the public to be disappointed when we do not suggest ways in~ 
which income tax can be reduced, for that is not the purpose of this committee. — 


ee 
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Further, we have no intention or desire, so far as I know, to attack either 
directly or indirectly the Department or its administration. I also want to 
say that to my knowledge there is no political feeling at all in the committee. 
We as senators, and more especially we as Canadians, are desperately anxious 
to make the mechanics of income tax collection as easy and as feasible as we 
can, so that there will be the very least irritation to the public from the stand- 
point of collection. 

Now, Mr. Chairman, I can assure you that as far as the members of our 
party are concerned, we come here with a whole-hearted determination to make 
the work of the committee a success, and to support you in every way we 
can to that end, and to give those who will come before us, whether officials of 
the Department or members of the public generally, every consideration. I 
should like them to believe that if we seem to cross-examine them pretty 
fiercely, it is done with no evil intention. We are just trying our level best 
to assist the officials and also the public to make the Income War Tax Act as 
workable as we possibly can. 


The CHarrmMan: Gentlemen, we might have a word from the sponsor of the 
resolution under which this committee was appointed—Senator Campbell. 


Hon. Mr. Campsetu: Mr. Chairman and gentlemen, when I introduced the 
resolution I felt that a committee of this kind could be of some real service to 
the Departments of Government charged with the administration of the Income 
War Tax Act and the collection of taxes. As I have said on previous occasions, 
both in the House and in this committee, those of us who have had any 
experience with the problems that arise under the present Act have been amazed 
that any Department could function as smoothly and efficiently as it has. I feel 
that the public generally realize that the Act could not have been administered 
so well had it not been that the Commissioner for Income Tax has had such a 
lengthy experience in the Department. He has seen the Act develop into its 


- present complicated form as a result of the numerous amendments that Parlia- 


ment has seen fit to pass. 

It is my feeling that with the co-operation of the officials both of the 
Department of Finance and the Department of National Revenue, and of the 
representatives from the various organizations, who have made a study of 


the problems incidental to this legislation and will be prepared to give evidence, 


- this committee can bring in a report which will be very helpful to the Govern- 


ment. 

We realize today that the burden upon the officials of the Department of 
National Revenue is greater than it has ever been before. The amount of 
taxation collected runs into the billions, whereas prior to the war it was in the 
hundreds of millions. Today the officials of the Department are engrossed in 


the preparation of amendments to the Income War Tax Act to cover the budget 
resolutions. Therefore in conducting our hearings I think we should bear in 


mind the tremendous burden that is placed upon the Commissioner of Income 


Tax and other officials of the two Departments and try to arrange our hearings 


so as to inconvenience them as little as possible. 

The CuarrMAN: Gentlemen, are there any others who would lke to speak 
now? If-not, I will call upon Mr. Fraser Elliott, the Commissioner and head of 
the Income Tax Branch. ; 

An Hon. Senator: Deputy Minister. 

The CuHatrMAN: I have always resented that change, because in my time, 
as Mr. Elliott will remember, I was responsible for the reorganization of the 


= Department of National Revenue. I divided the Department into three branches 


under three commissioners, one of whom was Mr. Fraser Elliott, later on Com- 


missioner of Income Tax. That title has been changed and now he enjoys the 


more dignified position of Deputy Minister. 
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Mr. Exuiorr: With the same work. 

The CHamMAn: I know the work is the same, but your social standing and 
all that sort of thing is just a little higher. 

Some Hon. Senators: Oh, oh. 

The Cuamman: I agree with all that Senator Campbell has said about the 
merits of the Deputy Minister. I have known Mr. Elliott for quite a long time, 
as a matter of fact he was an official in the Department when I happened to be 
head of it, and I have a very high regard for his ability. I do not know how 
long he has been in the Department, but I think it must be from the very 
beginning. | 

Mr. Exutott: Two years after the Income War Tax Act came into force. 

The CHARMAN: ‘Two years after the Income War Tax Act was introduced. 
He has been head of the branch for some fifteen years. 


Mr. Exuiotr: Thirteen years. 


The Cuatrman: So he knows more about the workings of his Department 
than anybody else I could name. As I said before, there is hardly any necessity 
for me to introduce Mr. Elliott; you all know him. 

Mr. Elliott. 


Mr. C. Fraser Exuiorr, Deputy Minister (Taxation), Department >of 
National Revenue: Mr. Chairman and honourable senators, I wish in my open- 
ing remarks to join with the general sentiments underlying the remarks that 
have been made by the Chairman, and by those who followed as to the approach 
to be made to this problem of examining into and improving if possible, the 
provisions and workings of the Income Tax law. 

These of course are troubled times. We are feeling the recoil of the com- 
pression that existed during the war. There is a feeling that something is wrong: 
everything is not in its right place, people are not being served as they ought to 
be served, and it is all due to the dislocation of the transition from the com- 
pressed and forceful times of war into what we mentally feel shouldbe relaxa- 
tion and the relief of peace. In the transition that condition has. grown not 
only in respect to the Income Tax Division of the Department, but it has grown 
in many other directions, and only has crystallized a little earlier in respect to 
Income Tax because it so closely touches the affairs of the people. Hence this 
Committee comes into being. However, along with the Committee, I have 
sensed rightly or wrongly a kind of atmosphere that caused the Chairman to 
state that we are not going to make a finding that is in some way related to 
maladministration; we are not an inquisitorial body, with all the connotations 
of that word; we are not seeking out the bad. I thoroughly concur, Mr. Chair- 
man, that we are here to do good; and if other than good, I cam assure you it 
will be something on the highway of your work, and very much on the side of 
the highway. This attitude of something being wrong, I am quite sure not only 
perplexes me but it perplexes you; and I am sure that by the time we are through 
this examination that these perplexities will be largely dispelled. 

I would like to comment on the fact that the Chairman was kind enough 
to refer to me in rather pleasing terms, which one always likes to hear. I rather 
fancy that that is the best compensation one can get, the goodwill and the 
honourable regard of your fellow men. I fancy that that statement would 
apply to_many Civil Servants who work for many years at a salary not large 
enough to/at the end of their time’ leave them wealthy men. Naturally, 
they work for the goodwill of their fellow men. That is fundamental, and it 
is the highest award that anybody can receive. It has been my pleasure on 
many occasions to appear before the Senate and its various committees. I 
have usually appeared before the Senate Banking and Finance Committees, 
when they discussed and reviewed the bills that came up from the House of 
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Commons for attention by the Senate. Those are very happy memories, On 


all those occasions I do not remember any time when a matter was not analysed 
perhaps more intensely than it could have been analysed in the other place. 
A committee of the whole is relatively a little unwieldy compared to the 
committee that comes into a chamber such as this in which we are now, and 
in which you can ask all kinds of questions, and you are seated closely one to 


the other, and there is no special hard and fast rule; there is just a little bit 


more play, and we can get at the problems, their answers and meanings of the 
answers on the laws we are analysing. I have always felt happy in the committees 
of the Senate, because they were intense, pointed and always delightful. 

Now, in approaching the duties of the Committee I am most anxious that 
the public know that this is a meeting designed in the most free, though 
intense way, to do a thorough job. I recall the remarks of Senator Hugessen 
on October 3 in the Senate, and I would like to refer to him as my friend 
Senator Hugessen except that I observe in reading his remarks the delicacy 
with which he refers to the seconder of the Speech from the Throne, and though 
he had known him for many years, he made the request that he should like 
to refer to him as his friend. I have. known Senator Hugessen for many 
years, but this has raised a question of doubt, so perhaps I should just leave it. 

Some Hon. Senators: Oh, oh! 

Mr. Exuiorr: I am going to quote from Senator Hugessen’s remarks in 
the Senate on October 3, at page 41, when he welcomed new members into 
the Senate: — 


I wish to say, particularly to the large number of members who have 
recently joined this assembly, that you will find this to be a very friendly 
and a very appreciative assembly. 


In another instance he said:— 


We are glad to hear new voices, and fresh points of view are always 
welcome here. 


_ Again the said:— 


When contentious matters arise let us sometimes have from both 
of them the flashing fire and thunder of artillery. 


With all those sentiments I most heartily agree. They brought a warmth 
to my heart. That same sentiment is not confined in my judgment of the 
senators to the four walls of the Chamber in which they function. I know 
that that sentiment is spread abroad, and I think it is going to find a reflection 
in the work that this Committee does. 

I do not like to leave the impression that because of friendliness there 
is any lack of intensity. There is to be no soft dealing with this problem. 
I wish that to be as clearly understood as the friendly side. The two must go 
together—intensity and friendliness. I ask for the most intensive investigation 
that the acute minds of all the members of this Committee can bring to bear 
upon income tax. In that way when we are through, we will know that we 
have looked the matter over, and that we have found out how it functions 
for better or for worse. We will have found out about its weaknesses, and 
might say a word about its strength. What we want to do here is to do good for 


the nation on a friendly basis. 


Some Hon. Spnators: Hear, hear. 

Hon. Mr. Campsetu: Would Mr. Elliott like to be seated? He may be 
standing for some time. 

Mr. Exuiorr: That is a good example that is inherent in the members of 
the Senate, and if one comes into that atmosphere, though he may be a little 
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reserved at the beginning, he will soon be smoothed off. Thank you very 


much for the suggestion. 

The CHAIRMAN: That is Just one Scotchman to another. 

Mr. Exuiotr: Anything that passes between Scotchmen is of great value. 

Some Hon. Senators: Oh, oh! : 

Mr. Exuiorr: As I have said, I have been before the Committees of the 
Senate before. May I pause to say, Mr. Chairman, that in those committees 
that I have been before I have always felt that the questions were so designed 
and pointed that it was intended to elicit—if I may use that old Latin phrase— 
pro bono publico. I might say that I have been before other committees of 
Parliament, and while I imply nothing as being improper, I can say with 
some assurance that questions have been directed with a view to eliciting an 
answer that was not “pro bono publico”, but rather “pro bono politico”, in the 
rather narrow sense of that term. But in my fifteen, eighteen or twenty years of 
experience, I have never had such an experience with my relations in the 
Senate. 

This Committee in my judgment is more important than any I have been 
before. I want this Committee to know that the Income Tax authorities welcome 
the purpose of the Committee and we wish to have a free, frank and full 
discussion of every phase of our work. We will bring to you all the evidence 
that we have; we will answer clearly, freely, fully and without equivocation 
every question you may wish to ask, so far as we have the answer available or 
can find it. J wish it to be known that we are earnestly and honestly in favour 
of this committee’s functions. We invite you at the appropriate time to our 
various district offices across Canada. I think you should go and look at them. 

Hon. Mr. Haypren: We have to. 

Mr. Euuiorr: I anticipate my honourable friend. I do not mean as a 


taxpayer, but as a man who wants to know that the functions of one of the . 


most important divisions of the Government is proper. 
Hon. Mr. AseutTine: We spend most of our time there. 
The CHAIRMAN: Successfully? | 
Hon. Mr. Asgettinge: No, not always. 


Mr. Exutorr: I would go a little further in expressing our attitude, hopes 
and desires. Special committees come and go; therefore, I am afraid that this 
special committee will appear today and be gone tomorrow. I should lke to 
look upon this committee much in the nature of a board of directors of a great 
organization, to whom the President, manager and all the officers of the Com- 
pany are called upon to report. I have been in the Government service twenty- 
six years and in this Department all that time, and as the Chairman has said, 
in charge of the Department for thirteen onerous years. It might be considered 
strange that I have never reported to a board of directors; I have never had the 
accumulative advice of multiple minds highly experienced in business affairs; 
I am alone m the Department. Of course one is surveyed and checked by~ 
internal auditors, by the Auditor General and his staff. But as Deputy Minister, 
for better or for worse, it is your own responsibility. In the course of building 
up gne’s activities he receives no advice from anybody, other than his own staff. 
He stands isolated and alone to a remarkable degree. I have often felt during 
this war when I had to do major things that infringed in an onerous manner 
upon large sections of our people who were already overburdened with the war 
problems, that I should have liked to have had the accumulative advice of 
many skilled persons. But time and circumstances during war do not permit that. 
I am throwing out to you the thought that if this Committee wants to convert 
itself into the equivalent of a board of directors of a company and look my 
organization over every year, they are very welcome to do so. I would like to 
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~ have them come in and look it over, and to give me the accumulative effect of 
_ their advice. I think it would be good for the Senators to annually look over 


my Department and to acquaint themselves with exactly what we are doing. 


It will be good for the Senators and it will be good for our Department; and 


what is good for both of us would be good for Canada. 


Hon. Mr. Bencu: The standing committee would also serve as an oppor- 
tunity for interested public to make representations from year to year as to 
improvements in Income Tax legislation. 

Mr. Exurotr: I think there is a great deal in that comment by the honour- 
able senator. We have only to look across the border to the United States to 
find that they have annual meetings before both Houses, the House of Repre- 
sentatives and Senate, where the public can come and give their views as to 
what laws ought to be made. 

Now whether the affairs pertaining to the Budget are to. be ee that is 


not for me to say. I do not wish to get into any implications on that side, 


because as you have said, Mr. Chairman, that is a matter of policy. A witness 
before the committee is subject to your rulings the same as the members of the 
committee, and I do not wish to infringe. I do wish to stress the advantages | 
of a body of men, acting as a board of directors, to come in and look over our 
administration and give advice and suggestions. 

You senators are civil servants who are here for life as I am here for life. 
I might almost say that I have been here for life; in any event we are both life 


tenants, and as life tenants we from year to year can keep a continuity of our 


jobs before us. I rather fancy in the minds of some people there is a thought 


~ that Income Tax is so secret that it is as though one were looking through 


smoked glasses. That is not so. The administration is as open as can be. 
Everything we have got will be thrown open to the investigation of this com- 
mittee. There is however one thing that will not be thrown open, and neither 
this committee or anybody else has the power to demand it, that is, that the 
statutes provide that the affairs of each individual shall be maintained in 
absolute secrecy. That is a statutory direction that we have always lived up to 
meticulously, and I am sure we always shall. 

Only yesterday I had a visit from the Australian Commissioner of Taxation, 
Mr. Jackson, who is on his way from England to Australia, and the point I 


“am now on came up in our discussion. I said, “Are you under a minister?” 


He said “Yes, we are under a minister for legislation.” I said “What about 
administration? Do you not report to him?" Mr. Jackson said “No, he reports 
direct to Parliament.” ‘Well,’ I said, “can a minister not discuss a problem 
with you, as to whether you should settle it this way or that way or determine 
what should be done?” He said “No, that is not for the minister.” They 
will not even let their minister have access to their files, lest he, being an 
industrialist or something else, might gain information pertaining to some 
competitor. That seems to me to be highly extreme. I said this to him—and 
I should like to record it—that by none of the many ministers whom I have 


served, without any execption, has there ever been a file called for that was 


not taken up in the normal course of business. I said it seemed to me that 
the Australian. practice was a reflection on their ministers, and that the 
responsibility should be placed where it is in Canada. It is a trust that must 
be placed on somebody, and I thought we had hada very good experience in 


that line. I did not intend to bring that in, Mr. Chairman, and I do not 


know exactly how I did bring it in. I am just making some general remarks, 
mostly touching upon atmosphere and things that I think this Committee 


- should do. 


In bringing these opening remarks to a close I will only state that I have 
crossed swords with some honourable senators and I have bent elbows with 


- others. We have praised the past and peered into the future. I am sure that 
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the experience and wisdom and wealth of knowledge of honourable senators 
can be used to advantage in examining the taxation law, in administering 
which the officers seem to know all, see all, hear much, but say nothing. It 
seems to me that this accumulated wisdom can be used to modify and mellow, 
if possible, the onerous provisions of the law. I observe that an honourable 
gentleman remarked in the Senate that there are eleven lawyers on this 
committee. Now, my suggestion is that we use these eleven lawyers as the 
shock troops and let us charge these onerous sections that so weigh upon the 
people; and if the shock troops can get through, the laymen members of the 
Committee will follow through the breach with a good deal more of safety, 
I hope. So I say let us go to the task, friendly but fierce. That is the way 
I should like it done. 

I observed that in his opening remarks the Chairman of the Committee 
said the Committee must keep within the four corners of the resolution. 

The CuarrMAN: Not too strictly. 

Hon. Mr. Haypen: We can always put elastic in it if it starts to rub. 

Mr. Exuiotr: Yes, we can always amend it, and I suggest that we look 
it over with that in mind. I am so anxious that this Committee have full 
power that I am going to suggest an amendment that I think is necessary. 
You will, of course, use your own judgment about it. I do not want to have 
* the resolution incomplete, lest the Committee might ultimately bring in a report 
that the Senate could not sanction. Honourable senators will know that the 
authority given to a committee by a resolution of the House does not go 
beyond the ambit of the words used. I take it that the Senate would not want 
to accept a report that was not reasonably within the four corners of the 
resolution—I use that word “reasonably” in the most elastic sense. Therefore, 
for the purpose of getting our foundation correctly laid, I am suggesting that 
the resolution should be considered at the very beginning. Let us look at it:— 

That a Special Committee of the Senate be appointed to examine 
into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940,... 


Now, the power to examine means that we have got to give you all the 
evidence that we have. I think that exhausts the meaning of that opening 
phrase, and I will not deal with it further. Then we come to the second 
part, in which the Special Committee is charged with the duties:— 


to formulate recommendations for the improvement, clarification and 
simplification of the methods of assessment and collection of. taxes 
thereunder and to report thereon. 


It will be observed that the Committee is empowered to make recom- 
mendations for the improvement, clarification and simplification of two things: 
the methods of assessment and the collection of taxes. 

I want to bring this resolution into what was intended by the mover, 
and I am going to quote shortly some of the language he used. I am reading 
from the Senate Hansard of October 9, at page 76, the second column:— 


Now, it seems to me that one of the very important matters to 
be considered in this post-war period is taxation. 


The CHatrMan: You are quoting Senator Campbell? 
Mr. Exuiott: Yes. He goes on: ; 


That is why I am moving for the appointment of a committee to 
study taxation. I realize that the question of taxation is not wholly 
within the sphere of this Chamber, but I see no reason why we should 
sit idly by instead of doing what we can to make sure that we have 
a taxing statute which is capable of interpretation and will best fit into 
our post-war economy. 
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His mind is pointed toward rewriting the statute. Then he says:— 


- It is with that in mind, honourable senators, that I ask for the 
adoption of this resolution. 


And on page 77: 


k The Act has been well administered, and at first involved no great 
| hardship to business or persons; but later, with the increase in rates, 
it became burdensome, and even confiscatory. Furthermore, constant 
- amendments, without any attempt to consolidate or codify the law, have 
resulted in .a statute which today is quite incapable of interpretation . . . 


Again we are pointed towards a re-drafting of the sections of the law. The 
honourable senator further states:— 


No taxing statute should be left in that indefinite: form. 
And further:— 


It is for this reason that I believe a committee such as I have 
proposed should study the legislation . . 


And at the bottom of page 77:— 


There is an insistent demand . . . for a simplification of our taxing 
2 statutes. In view of these circumstances I feel it is the duty: of every 
honourable member to lend what assistance he can to the Government 
and to the department charged with the administration of these taxing 
statutes, to try to develop measures which can be interpreted without 

difficulty . 


‘The mover obviously meant the resolution to empower the Committee to make 
amendments to the statute itseli—I mean, of course, to recommend the making 
of amendments. He meant that the Committee, with its abilities, should draft 
clearer and more precise and better workable legislation. I am all for that. But 
I am saying that the resolution does nothing more than empower the Committee 
to make recommendations for the improvement, clarification and simplification 
of the methods of taxation and the collection of taxes. Now, the collection of 
taxes is, of course, a past event. 

I should think that an amendment somewhat along the line I am going to 
suggest would empower the Committee to re-draft the legislation, not just deal 
with the methods of assessment and collection of taxes. I would suggest thiat 
the first paragraph of the resolution be amended by inserting after the phrase 
“collection of taxes thereunder” the following words:— 

and the provisions of the said Acts by re-drafting them without however 
changing the basic meaning or incidence of the said Acts or the weight of 
the taxes as therein provided for 
and deleting the word “and” before the said phrase “collection of taxes 
thereunder”. 
This suggested draft is designed, if possible, to avoid any constitutional 
question. If, however, Mr. Chairman, the constitutional features gives you little 
or no concern, then I suggest. that you insert:— 
and the provisions of the said Acts by re-drafting them. 


That would give a specific, direct power which I think you ought to have. 
Hon. Mr. Vien: The latter suggestion is better than the first, I think. 
Mr. Exxiorr: I did not think you would like the first one. I would prefer 
the latter suggestion myself, 
Hon. Mr. Bencu: Yes, it is much better. 


{ 
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Mr. Exuuiorr: Now I should like to read something that I wrote in the 
quiet of my chamber. It is perhaps in a little better form than I could give 
it if speaking extemporaneously. 

You must visualize the ultimate report of this Committee. It will no doubt 


have many sections of the present Act in re-drafted form. The Senate must 


adopt, amend or reject them. So it is suggested that the Committee be empowered’ 
specifically, in respect of the most essential purpose of the Committee, namely, 
to submit re-drafted sections which improve, clarify and simplify those sections 
now in the Act. | 

I do not think the Senate would like to adopt something the Committee 
were not empowered to recommend, so I respectfully suggest if legally you 
wish to have the power of the Senate behind any recommendation, that you 
amend the resolution. 

Now I leave that suggestion of amendment with you, Mr. Chairman. 
I am sure the right step will be taken, for I observe the remark of Senator 
Murdock in discussing the motion, that there are eleven lawyers and seven 
laymen on the Committee. Surely eleven lawyers, if they have the necessary 
time, can make an almost perfect amendment. , 

That is all I have to say on the suggested amendment to found the work 
of the Committee on a sound legal basis. 

Hon. Mr. Vien: Mr. Chairman, do I understand we are to have a verbatim ~ 
report of the Committee’s proceedings? 

The CHAIRMAN: Yes. 


Hon. Mr. Vien: Then we might perhaps wait until we get the report before 
we consider the two proposed amendments submitted by Mr. Elliott. 

Mr. Exutotr: Now, Mr. Chairman, that brings me to matters more closely 
germane to evidence as against introductory remarks and draft amendments. 
The first question that I should perhaps answer is: What is this organization 
known as the Taxation Division of the Department of National Revenue? 
Related questions are: What are its duties and functions? What laws does ~ 
it administer? What procedure is adopted? What is the volume of work, 
and, more important, what are the results? | ; 

Personally, I have been so engrossed in the administration of the law 
that I myself have never taken the time to look back, to contemplate and 
envisage the accomplishments of this Division, particularly its accomphshments 
during the war. But in the last few days I have done so, for the purpose 
of reporting to this Committee, and I may say that I look back upon those 
accomplishments with considerable satisfaction, and I sincerely hope to bring 
evidence that will enable the Committee to look upon them with similar 
satisfaction. Having regard to the wartime shortages of many things, which I 
shall point out, I think that our Division has done—to put it mildly— 
tolerably well. . “a 

The Division administers a number of laws, and the-first of these I will 
mention is the Income War Tax Act. That Act concerns individuals and 
corporations. It imposes duties upon many non-taxable persons, such as 
clubs, charities and other organizations that normally you would not think 
about when you mention income tax. They have all got a responsibility cast 
upon them, particularly in deducting taxes at the source. The Act also touches 


non-residents in every part of the world who have activities or sources of 


income in Canada. 

The Division also functions in some degree as a banking house, by reason 
of the refundable portion of income tax which we now show in our records and 
stand ready to repay at the appointed time. 

It also administers laws requiring the filing of voluminous information at 
the source. The providing of this information is a very costly process for those 
who must comply with the law. The documents that we receive from them 


_ TAXATION 11 


_ been paid by these organizations for and on behalf of 
_ that evidence, would not get credit for the Me ee Sa a ae: 
Tt also administers the Excess Profits Tax Act, with all its intricate 
_ ramifications and difficulties, opening up as it does a reconsideration of capital 
employed as far back as 1936, and indeed the continuity of that capital, which 
_ prior to its enactment was not a factor in our administration. ; 
: If any honourable senator ever had to maintain the continuity of a 
_ depreciation account in a great manufacturing organization, he will understand 
4 Btn ‘f say that the scrutiny of reserve accounts for depreciation is a substan- 
= tial job. 
re Under this law also the Board of Referees was established for the purpose 
of considering standard profits claims. Most people are under the impression 
_ that that board prepares its own work. Of course that is not so. It is prepared 
_ all across Canada in our district offices, and is in substantially complete form. 
This organization also administers the Dominion Succession Duty Act, 
which was brought into force in 1941, during the war. The preparation of 
_ valuations is of course a big problem there, and the ultimate clearing of estates 
_ within a reasonably short period of time is of major concern. 
q It also deals with the Wartime Salaries Order. Few people have any 
4 knowledge of the number of persons across Canada employed in that work. 
’ We have independent Salary Review Boards in seven of our principal geograph- 
~ ical subdivisions across Canada. These men were drawn in for wartime work 
— only, but, as you know, they are still functioning. Most of them are men of 
_ great experience who have retired from their own business, and they did not sit 
in judgment on some competitor’s salaried official. They have been entirely 
- independent and have done splendid work. 
: Then again this division administers certain laws arising out of international 
- conventions and agreements. We have had some very important agreements 
with the United States, and we have many agreements pertaining to shipping, 


are as valuable as money itself, because they are the evidence of what has 


and other lesser agreements in certain agency matters. 

i There are also agreements arising under the War Exchange Conservation 
Act. We have to administer those agreements. 

% Now, these are indicative of some of the laws this organization administers. 
TI can assure you that they impinge on every phase of business activity of 
every person and corporation in Canada, and call into examination almost 
continuously their several contracts arising out of their business relations, in 
the main with a view to making profit. They also call into examination all 
kinds of activities of persons who are not making contracts with a view to 
profit at all. 

, The staff personne! today numbers 6,882. 

3 As you are aware, Canada is divided into nineteen districts, with an 
inspector in charge of each district. He is known as Inspector of Income Tax, 
and I think every member here must have had some reasonably close relation- 
ship with him or his officers. 

As to what business the organization does, I may say that in round figures the 
average number of assessments issued in each of the past four years was as 
_ follows: — 

Be : Tndividitiats si 2cos 1,100,000 
Corporations... .. 11,400 


Both those groups are taxable. But there is the problem of assessing returns 
just the same, whether they are taxable or not, because losses to-day are carried 
. backwards or forwards, and therefore a new assessment. is valuable to a man 
to-day, for if he has a deficit this year, he can offset it against the profit of an 


ensuing or back year. 
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You may be interested to know how many forms are printed for use 
annually for the public and for internal use. For public use there are printed 
annually 45,000,000 forms of 62 types. I intend to table for the use of the 
committee those 62 types, and I hope you may be able to improve every one 
of them when you come to the simplification of forms. For internal use there 
are printed annually 15,000,000 forms of 226 types. The total for both uses 
is 60,000,000 forms of 288 types. These are required to carry on the business 
of the nation so far as it is allotted to the Income Tax Division. 

I have not mentioned them yet, and I doubt if I should, but it may 
interest you to know that we have also a number of stationery and envelope 
forms, if I may use the term, and 20,000,000 of them are required each year. 

IT am informed that to turn out all these forms entails the use of about 
ten carloads of paper every year. As a carload of paper weighs about 50 tons, 
we use 500 tons of paper annually in order that you and I may get together 
and declare our income tax, and having declared it that we may keep a record 
of what you have declared and paid. 

Hon. Mr. Bucuanan: Are those forms wholly in relation to income tax, 
or do they also cover succession duty? 

Mr. Exuiorr: My statement was incorrect. ‘Those forms do not relate 
solely to income tax. They relate to the laws that the Income Tax Division 
administers and to which I have already referred. ae 

The CHAIRMAN: You spoke a moment ago of nineteen chief districts. Do 
those include subdivisions? | 

Mr. Exuiorr: No, there are nineteen districts, and a few of them have — 
sub-offices. These are principally for the purpose of supplying information. 

Hon. Mr. Camppetyt: Have you comparative figures for 1936 and 1939 
of taxable individual assessments? 

Mr. Exuiorr: I am merely giving you each phase now. Later I propose 
to deal with each in particular and give you a few of the highlights and try to 
“point out to you the kind of organization you are going to look at. I am not 
now attempting a detailed examination. This is only an introduction. 

What are our collections? In order that the committee may follow me 
on what collections or revenues are taken in by this Division, I have selected 
the years from 1942 up to the present. fiscal year; that is, March 1942 to March 
1946. I should like to distribute to the members of the committee a copy of 
the statement I have in my hand. 


This is the statement:— 


BUDGET FIGURES—FIVE-YEAR PERIOD—1942-1946 
FIscaAL YEARS ENDED Marcu 31 
(Millions of Dollars) 


1942 1943) 1944 1945 1946 est. Total Average 

1. Expenditure ........ $1,880 $4,378 $5,322 $5,246 $4,650 $21,476 $4,295 
2 Revenue’ (A). wc. 23 1,483: 2,310 2,920 2,907 2,480 12,100: 2,420 
3. ereuie as’ per cent 
of expenditure ... 719% 53% 5a% 55% 53 56 
4. otal tax revenue... 1,361 2,137 2,592 2,374 3036 10.664 ee 
5. Revenue from direct $1 

PEER CD) As aaa 652 1,378 1,635 1,556 1,422 6,643 1,329 
6. Direct taxes as -per 

cent of total taxes. 48% 64% 63% 65% 64% - 62% 62% 


(a) Including refundable portion of personal Income and Excess Profits Taxes; 


(b) Tax sources administered by the Income Tax Division of the Department of National 
Revenue; includes Personal Income Tax, Corporation Income Tax, Excess Profits Tax and 
Succession Duties. 
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As you will see, during those years the total expenditure of Canada _ was 
 $21,476,000,000, and the total revenue collected was $12,100,000,000. From 
this it will be ‘observed that during the war Canada paid 56 per cent of her 
peacetime and wartime costs; the balances of course were in loans. 

; The CuarrMAN: Did all this revenue come through your Department? 

Mr. Exxiorr: That total revenue includes services, interest, income and 
a conglomeration of items. The tax revenue was $10,694,000,000. T’o answer 
your question, Mr. Chairman, of that total tax revenue over those years there 
came through our Division $6, 643,000,000. You will notice that on the average 
for the fiscal years 1942, 1943, 1944, 1945 and estimated for 1946 the Tax 
Division collected annually $1,329,000,000. This shows the magnitude of the 
collections that now come from our people. 

If those figures be at all impressive to you—and I confess that they are 
impressive to me—then I suggest that this committee has assumed a most im- 
portant duty relating to an activity in the Government whereby 62 per cent 
of tax revenues, which it keeps, uses for its own purposes and does not have 
to pay back, is collected by this organization. This being so, I think you will 
agree with me that you are dealing with an organization that should be closely 
scrutinized, for undoubtedly if anything can be done to improve its operation 
it should be done. 
| Hon. Mr. Lecer: What percentage does it cost to collect that amount 
» of taxes? | | 

Mr. Exziorr: In 1944 the cost was .49; in 1939, 1.7; in 1929, 3.55 per cent. 
The CuarrMan: Is it because of what I may term mass production that 
you have been able to get the costs of collection down? 
. Mr. Exasiort: It is because of rising rates of taxes requiring increased pay- 
ments. 
{ The CHAIRMAN: Mass production? 
S Mr. Exxiiotr: I do not like that term, Mr. Chairman, if I may say so, 
applied to taking revenues from our people. I have a more sympathetic 
approach to the subject. 
Hon. Mr. Haypen: It is on an assembly line basis. 
Mr. Exuiorr: We could not increase our staff and get adequate space. 
In short, we could not make expenditures commensurate with the ever rising 
revenues taken from the people. So it logically follows that our costs remaining 
stationary and the revenues going up, the cost per dollar goes down. 
Hon. Mr. Haypen: I notice in your revenue figures you have included re- 
- fundable portion: of personal income and excess profits taxes. I take it that 
your percentage figures are also on that basis? 
Mr. Exuiorr: It will be an infinitesimal difference. That is, we collected 
on the average $1,329,000,000. That is an average. 
; Hon. Mr. Haypen: Yes. 
fe Mr. Exiort: Well, the refundable portion is such a small percentage of that 
as not to be of any great moment. 
; Hon. Mr. Haypen: It may or may not be. 
© Mr. Exniorr: I will give you the figure in a moment. 
a Hon. Mr. Haypen: In individual cases it may be very substantial. 
4 Mr. Exuiotr: Yes, in individual cases; but I am dealing with the great 
- overall picture. Of course, it is important to some individuals. 
a Hon. Mr. Hucsssen: I would think another conclusion may be drawn from 
_ the decreasing cost of collection; that is, the officials of the Department have 
had to work very much harder during those war years. 
 +49300—23 
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Mr. Extiotr: I agree with that. It does reflect some credit on members 
of the staff who to my knowledge have worked diligently late into the night, 
and often all night. 

Hon. Mr. Bencu: There is a very heavy increase in labour costs compared 
with 1939 I assume. 

Mr. Extiorr: That is very true, but it is such a delicate subject I will 
not pursue it. 

Hon. Mr: Haypen: At any rate it is not within the scope of the resolution. 

Mr. Exuiorr: In answer to Senator Hayden’s question, may I say that 
the total estimated amount of the refundable portion due individuals and cor- 
porations at the end of the last fiscal period stands at $444,291,000. If you 
divide that by five you will get its relativity to’ my average figure of 
$1,329,000,000. The result would be about $85,000,000. 

Hon. Mr. Haypen: Calculated on the last fiscal year it would. be a little 
over $100,000,000 a year. 

Mr. Exuiorr: I think that is a good correction. The refundable portion ends 
in 1944. Your thought, senator, is that for the purpose of running on we should 
increase this figure? . 

Hon. Mr. Haypren: The refundable portion relates to individuals; that 
ends at a certain fiscal year. Then there is the refundable portion to corporations, 
and I do not know when that will end. 

Hon. Mr. Haic: This year. 

Hon. Mr. Haypren: It ends at the close of this year? 

Mr. Exutotr: The rate was reduced from 100 per cent down to 60 per 
cent. 

Hon. Mr. Haypren: The corporation refundable portion will disappear at 
the end of this year, but those figures include the total amount of refundable 
portion collected. 

Mr. Exutotr: That we know about in our records. 

Hon. Mr. Haypren: And the $444,000,000 is the total amount collected to 
March, 1945? 

Mr. Exxtiorr: There is no date on this sheet I am looking at. That is the 
total estimated amount. I would rather look at it a little more closely and 
deal with it specifically in my remarks, but it is well within the figures I have 
given. 

Hon. Mr. Bencu: I assume that this statement covers only revenues 
recovered from returns that have been finally assessed? 

Mr. Exuiort: Oh, no. This statement in my hand is made up from the 
figures contained in the last budget speech, and it includes all the revenues 
derived from every source, including non-taxable revenues such as interest and 
rents. But the part we are interested in is the total tax revenue of $10,694,- 
000,000, which means the moneys we have actually received and put into our 
coffers for the first four years and the amount we estimate will come in for the 

fiscal period we are now in. 


Hon. Mr. Bencu: I was thinking of item number 5, revenue from direct — 


taxes. 
Mr. Exuiotr: No, there are indirect taxes in the $10,694,000,000. 
Hon. Mr. Bencu: I am thinking of the $6,643 ,000,000. 
Mr. Ex.iorr: That all came through the tax division. 
Hon. Mr. Bencu: Does that represent payments for the current fiscal year, 


or does it represent up to the end of March 31, 1945, the tax returns that have | 
been finally assessed? 
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Mr. Exuiotrr: There is no relation whatsoever. It is in my statement. 


Hon. Mr, Haypen: Are you able to on your past experience estimate what 
part of that revenue might be untaxable, that may some day have to be 


returned in addition to the refundable? 


Mr. Evuiorr: I can make a very rough statement from my _ general 
experience. You mean how much we refund a year? 

Hon. Mr. Hayprn: Yes. 

Hon. Mr. Harta: You don’t refund enough, but go on. 

Mr. Exuiorr: I should hke to introduce my statistician, Mr. Sprott, in 
whom I have a great deal of confidence and who does a great job. He has just 
advised me, as he will do from time to time, that in the statement I distributed 
that the figure of $6,643,000, except for the estimate of this year, is net after 
all refunds have been made, and we will not have to refund any of that. 


Hon. Mr. Bencu: Then that must be on the basis of the final assessment 
of returns? 


Hon. Mr. Haypen: It is the only way it could be, if you call it net. 


Mr. Exuiorr: I would think that statement is a little wrong, and yet it is 
correct for this reason, that for the four years those revenues have been 
received, and are declared statements of revenues of the Crown. I would not 
like to have an implication in my remarks that the revenues received in 1942, 
1943, 1944 and 1945 fiscal periods are subject to being paid back, because I 
would be imputing that our statements in the Budget are not correct, when in 
fact they most certainly are correct. Refunds are dealt with in the year as 
against revenues we receive, although we may be giving a refund in respect to 
an assessment back five or ten years; nevertheless, it comes out of the current 
year’s collection and we deduct it from what we get in the current year, and 
what is left at the end of the year goes into the coffers of the Crown and is 
the revenue of that year. In other words, there is an offset against current 
incomes for refunds that we must make. 


Hon. Mr. Haypen: The problem I had in mind was how you put in force 
deductions at the source; for instance in casual employment, refunds have to 
be made and applications for refunds are made the following year. 


Mr. Exvuiorr: That is correct. Refunds largely arise from deductions at 
the source of the character which you have indicated. I will not go over it 
again. For the fiscal period ending March, 1945, we refunded $45,248,300. The 
refunds run about $40,000,000 a year, and are occasioned by deductions at the 
source. 

Hon. Mr. Crerar: Mr. Elliott, may I ask a question? Refunds for instance, 
that may be made in 1945 on the 1944 assessment of taxes, will be charged 
against the revenue of 1945? Is that correct? 

Mr. Exuiorr: No. We keep statistics of the amount that is assessed in 
respect to 1945. That is a post facto essential. We assess the 1945 returns, 
‘and we certainly record how much we assessed; but in 1946 we may find that 
for some reason there has to be an adjustment of that charge which was 
asssessed, and then in 1946 a refund would be charged against the 1946 revenues. 
Hon. Mr. Hucessen: These figures are net amounts of cash received each’ 
year? 

Mr. Exuiotr: That is correct. 

Hon. Mr. Crerar: There is one other question I would like to ask, if I am 
not interfering with your statement. 

_ Mr. Exuiorr: I invite the members of the committee to interfere. I have 
a splendid idea of how I think I ought to present it, but I would prefer to fit into 
the idea of the committee. | 
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The CHAIRMAN: I was just wondering what would be the proper procedure. 
I do not think interruptions should be too frequent. : 

Mr. Exuiorr: I would not like you to be too harsh in your ruling, Mr. 
Chairman. 

The CHAIRMAN: What is the feeling of the Committee in that respect? 


Hon. Mr. ASELTINE: Are we not getting a little away from what we set out 


to do? 
The CHAIRMAN: I would like to give Mr. Elliott a free hand in the matter. 


Hon. Mr. ASELTINE: I was referring to the questions that have been asked. 


The CuatrMAN: I would ask members of the committee to restrain them- 
selves, and then they can perhaps ask their questions afterwards. 

Mr. Exuuiorr: Having outlined to you the kind of organization you are 
going to look at, I should like to make a few comments on the working place it 
takes in the community. Ultimately I am going to try and convey to you that 
we have had a position on the lowest rung on the ladder of priorities as to space, 
equipment, personnel and salaries; also, that we lack that fervour behind us that 
you find in all war activities, such as volunteers for the armed forces. Everybody 
is patriotic. Munitions and Supply say we can produce—there is a patriotism 
plus a profit, if you like. In respect to loans, everybody says anything they can 
do will be done. Patriotism is a moving spirit. But in the Income Tax I find 
that there is a minimum of patriotic push and desire to jump in behind us and 
lend us your dollar-a-year men, with their companies paying for them, and we 
using their services. The priorities for space and equipment were not received 
even by my fellow civil servants, with the same glee that was evinced in aiding 
the production of munitions of war, or doing something for the volunteer in the 
armed services, or granting loans. We are the neglected child in that patriotic 
sense. 

Hon. Mr. Lampert: Son of Martha, so to speak. 


Mr. Exuiorr: Yes, quite so. Therefore I divide our national activities into 
three parts: 

First, the very best of our manpower, the youngest of it, volunteered to 
serve the nation in any sphere of activity where their duties might call them. 

One could pause here to pay tribute but it is not in keeping with the purpose 
in hand. I will say this, as I wish to use it later on, that every person in every 
part of Canada lent their services to the furthering of the activities of the 
armed forces. It was the patriotic thing to do and it was done by men, women 
and children. If a service had to be performed there were willing hands to 
perform it. If extra time had to be given after the normal duties of the day, it 
was given. There was a patriotic fervour that was altogether worthy in the 
aiding of our armed forces. That is the first great subdivision. Sake 

The next subdivision is the production of munitions of war, and the sinews 
of war are but slightly less important than manpower. The production of muni- 
tions and supplies required the establishment of a special department of the 
Government for that purpose and they did a special job. Here again the people 
- of Canada responded in a most patriotic manner, but, of course there was the 
added attraction that a profit was to be made. Manpower was available after 
the armed forces had been served. Dollar-a-year men were loaned by corpora- 
tions in these key positions where the organization for production was necessary 
in order to put the factories and shops into activity. 

In connection with the third subdivision, I must say that priority as to 
space, equipment and manpower was given to all other activities in Canada, if 
it could be shown that space, equipment and manpower were required for the 
production of the sinews of war. They were given with a patriotic ferveur that 
I know was altogether commendable. 7 , | 
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~~ +We have dealt with manpower and supplies and now we come to money. 
~ Money is divided into two parts. Money was required to pay the armed forces 
and to pay for munitions and supplies. That money came from two sources, taxes 
and loans. Everybody knows that it is a patriotic thing to support the ‘loans. 
~ We have just gone through the first peace-time victory loan, and it was a 
- remarkable success, because the patriotism that was there during the war was 
= still in existence. I know of no citizen, and have heard of none, who stinted any 
efforts that he could put forward to further the success of the victory loans. 
- Thousands of people in all parts of Canada willingly lend aid—many on a volun- 
tary basis, many for just cost, and of course some for profit. But that does 
~ not say they were not all patriotic. The point is that manpower, space and 
all related matters were willingly, and freely passed on to the administration in 
charge of these loans. There was a fanfare, a shouting and an entreating and a 
begging; there was canvassing and cajoling; everything was done to induce the 
- people to buy bonds and yet more bonds. That was altogether desirable. 
r Now let us turn to part (6), taxes—the raising of taxes for war purposes 
as well as for normal administration. The figures I have given you, and the 
statement which I have passed among you, shows that more than one-half of 
the money required for the prosecution of the war through the medium of pay- 
- ments by money was raised from taxes, and these taxes in our Division raised 
> 62 per cent. 
: Iam not conscious of any one volunteering to assist the Taxation Division. 
I am not conscious of any great corporation saying—use my men, I will pay 
_ their salaries; you give them space and they will assist in the collecting of the 
- revenues required to pay for the war. I am not conscious of any priority that 
was given the administration that was so hard pressed for manpower, space 
and materials. I have not heard of any great patriotism in 'the payment of 
_ taxes, although I would not overlook the fact that there was a firm and clear 
_ determination of the people brought within the ambit of the law to see to it 
that they paid the taxes required by law, and to them I pay tribute most 
_ wholeheartedly. - 
We are not talking about how they paid taxes. We are developing the 
- administration of the Income Tax and related laws, and I pomt out that we 


q stand at the tail end of the list for priorities in respect to manpower, space and 
% - equipment. 

2 We have to employ people with.a view to becoming permanent Civil 
3 Servants. Here were no large salaries with a substantial short time profit to 
any individual. We were out-bid, and out-bid handsomely, by the munitions 
: factories and factories of every kind, and every business. These businesses 
- could afford to pay high salaries, particularly if they were in the 100 per cent 
scale of tax, and then only one-fifth of the salary came out of the shareholders’ 
equity. There was of course a salary control, but new businesses would spring 


into existence for war purposes. The salary control order said that no salary 
shall be paid that is out of line with the salary in a like business in peacetime. 
Therefore, salaries in a new business were substantially clear of the salary 
— control. Thus manpower was absorbed by new war activities, and the taxation 
division had to carry on at low salaries in comparison with the invitation on 
the war production side. It has been our desire at all times to employ skilled 
personnel, particularly in the accounting field, but I'am sure the least informed 
will appreciate that the salaries offered for skilled accountants outside the 
- Government service, and indeed in some war departments of the Government, 
far exceeded what the Taxation Division could pay. Not only did we fail to 
- secure additional personnel, but we lost 141 professional accountants. | And 
- not only did we not secure additional personnel, but we lost our trained per- 
sonnel to the extent of 141 professional accountants. 
a During this period of the war, not only did the Taxation Division hold the 
lowest rung on the ladder of priority as to space, equipment and salaries, and 
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all other advantages that belong to other war activities, but Parliament enacted 
laws that so increased our work that we expanded from a collection in pre-war 
years of around $80,000,000 to $1,635,000,000. 

The Taxation Division could not lose so many men, it could not be denied 
priorities, it could not assume new and extensive functions that are indicated 
by the collection of so many hundreds of millions of dollars and the publication 
of millions of forms—the Division could not do all these things without falling 
behind in its work to some degree. There certainly is a minor amount of work 
relating to past years that still has to be done, and I am going to deal with 
that in greater detail. 

Hon. Mr. Asettrne: I presume those accountants are gradually coming 
back? 7 

Mr. Exuiotr: No, Senator, you are mistaken. We are seeking them 
diligently, but our success has not been to my liking. I do not know just why 
that is so. We are in that transition period which I referred to in my opening 
remarks. 

Hon. Mr. Bencu: They are, I suppose, better paid in private industry 
than they would be by your Department? 

Mr. Exutiorr: I am not so sure about that in peace-time. I really do not 
know about it and I just put a question mark opposite that. 

The Cuarrman: It is probably too early to expect many of them to return? 


Mr. Exvuiorr: I think there is much in that. There still is that restlessness 
due to the release of the forces that make war a success. 


Hon. Mr. Haic: We have a strike on our Winnipeg newspapers, and we 
know about that. 


Mr. Exuiotr: Such, Mr. Chairman, is a short outline of the place this 
organization takes in national affairs. It is well, therefore, that our organization 
should be scrutinized by a public body such as this. In fact, I would say that 
we are at the lowest level to which we could possibly fall and that the only 
direction in which we can now go is up. Therefore, the Senate will be able to 
say in 1950. ‘After our Committee examined the Taxation Division in 1945 
the Division started to go up, and look at the curve!” I will hand you all the 
credit. 

The CHAIRMAN: Our timing is good. 

Mr. Exurorr: Your timing is perfect, and my position is a little difficult. 


Hon. Mr. Bencu: Mr. Elliott, can you tell us how many of those 141 
accountants whom you lost went to the armed services? 


Mr. Exuiorr: I am sorry, I do not know, but I am under the general 
impression that very few of them did. 


Hon. Mr. Bencu: You think most of them went to private businesses? 


Mr. Exxiorr: I do, indeed. If you want to get a little closer approximation 
of my mind, I would say that more than eighty per cent of them went to private 
businesses. 

Now I want to say a little about confidence. Gentleman, confidence is 
hard to attain, but it is very easily lost. I believe we have the confidence of 
the people of Canada, and I look to this Committee to confirm that statement 
following the examination. . 

There is nothing more important in the affairs of a nation than that the 
people should have absolute confidence in the integrity and efficiency of those 
who administer the tax laws. It is so easy to find items for complaint, major 
in themselves but insignificant when related to. the whole. I remember a picture 
that hung on the wall in my home when I was a boy. It was a picture of two 
dogs. One was a great mastiff, a St. Bernard or Newfoundlander, I am not 
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now sure. There he was, with his great stature, resting easily on his powerful 
paws, his find head on the alert and his eyes showing that he was wide awake 
to his duties and responsibilities. Beside the great mastiff, and yapping into his 
ear, was a little pomeranian, wholly ineffectual, but to himself vitally important 
and to others noisy to an annoying degree. He was relatively a mere nonentity, 
demanding attention grossly out of keeping with his importance in the dog 
kingdom. 

I suggest to you, gentlemen, that when you consider this organization that 
I have pictured, and the important place it occupies, vitally touching as it does 
millions of our people, that nothing should be done in a small, carping and—if 
I may use that inelegant word again—yapping sense. Let us look at the 
organization in the large, substantial manner that it deserves, or at least that 
it requires, and let us groom it to look better, to function better and to serve 
the people better. 

Confidence, I repeat, is one of the most vitally realistic things in the 
administration of a law of this kind. I believe we have it. Let us not lose it. 

May I give some evidence for my belief that we have that confidence. For 
thirteen years I have been Commissioner or Deputy Minister in charge of the 
Taxation Division. In many respects governments are like individuals. If an 
individual wants to go into partnership with someone else he will try to select 
a dependable, efficient person of character and proven worth. So it is with 
governments. In 1936 the Province of Ontario looked about for someone to 
administer its income tax law. It did not have to look far, for it saw that the 
Dominion was administering a similar statute. Now, governments do not 
hand the administration of their vital affairs over to any organization in which 
they have not confidence. Well, the Province of Ontario asked us to administer 
its law. We did administer it and continued to do so up to the time, after the 
war started, when all income taxation was taken over by the Dominion. After 


-we began administering the law for Ontario we were asked to do the same thing 


for Manitoba, Prince Edward Island, and Quebec, and we did so so long as the 
provincial income taxes-remained in effect. The provincial governments asked 
us to function for them, because they had confidence in us, and for no other 
reason. 

In our own Dominion jurisdiction we have, as you know, the Yukon 
Territory, under the Department of which my friend Senator Crerar was in 
charge. It strikes me that he will find it difficult to say that our organization 
is not worthy of confidence, because he asked us to administer the Income Tax 
Act in the Yukon Territory. We did that and continued to do so until the 


‘Dominion took over the collection of all income taxes. 


So before the war there were six income tax jurisdictions being administered 
by the Taxation Division of the Department of National Revenue. I trust that 


~I am not altogether wrong in inferring from that fact some measure of confidence 


in the Division. And that is what we want to maintain. I do not know how 
any country would handle what might be called a tax strike. You have the 
extreme opposite of confidence when people say they will not pay because they 
do not believe in this and that. That remark does not imply the possibility of 


any such development; I am simply trying to point out the extreme effect of 


lack of confidence. There is not even the slightest suggestion of any such lack 
of confidence in Canada. 

We are not perfect, certainly. No one is perfect. No one could be perfect 
during the exigencies of war, under the stress and strain and difficulties that-are 
encountered by an organization such as ours in war-time. We do not hold 
ourselves out as perfect, but we stand ready for a complete examination by 
this commitee. In fact, we most heartily and earnestly invite a complete 
examination, confident the Committee will go into the matter as we wish, 
they cannot do otherwise than come out with a report in keeping with the 
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general public opinion. And that public opinion will ke seo eaee as a result 
of the examination, because whatever you do, whatever you suggest, is bound 
to be for the good of Canada and we are bound to accept it. No man can 
reasonably refuse a suggestion which is good for his household as a whole. 


Therefore, we stand ready to accept every suggestion for the good of the 


B atierabion: 


After the Dominion-Provincial Agreements were dropped and the Dominion — | 


took over all the juridiction pertaining to income tax, the rates. were raised 
to heights unbelievable before the war. The same situation developed in every 
part of the world. I will not detail the high rates in England, Australia and 
other countries, including the United States, insofar as taxation is imposed in 
that country. But I again point out that in a world of high taxes, double 
taxation becomes a major problem. Here again your organization must take 
a position on taxes in world affairs. We have entered into an agreement with 
the United States for the avoidance of double taxation and the exchange of 
information. Other countries are making overtures to the same effect, and our 
relatively small pre-war activities are going to be greatly extended. 

Even before the war double taxation was an important matter. World-wide 
shipping, for instance, could not be carried on without relief from double 
taxation. Ships carry cargoes to and from ports all over the world. There was 
double taxation in the shipping field, whereby ships that called at many 
ports and did business there were called upon to pay tax to the respective 
countries. The measure of their profits thereby became difficult to determine, 
and because of the arbitrary feature of the taxes the over-all amount paid 
was unreasonable. 

The League of Nations, which unfortunately in many respects has not had a 


happy history, did good work in the labour field and in the economic field. I had. 


the honour of attending at the League of Nations on a number of occasions for 
the drafting of model conventions for the relief of double taxation. 

That we shall have a greater intensity of international agreements on 
taxation is as certain as that we are here today. Many countries having had 
capital movements to such a degree out of countries that either rightly or 
wrongly were regarded by them as unsafe, are naturally desirous of securing 
information at the source by way of international exchange. That again is an 
indication of the place that the Tax Division is going to take not only in 
Dominion affairs but in international affairs. So, gentlemen, I am suggesting to 
you that there are many ramifications to the Tax Division which will come under 
your review, and it is not the simple case of making simpler forms. It is some- 
thing much bigger than trying to draft a simple form for the use of our people, 
laudable and desirable as that is. But that again is a relatively simple thing 
compared to the place which this organization takes in our country and inter- 
nationally, and the better we make that place and the more efficient we make 
that work, the better it will be for our nation. 

I do not know when you intend to adjourn, Mr. Chairman. I observe it is 
half past twelve. 


The CuarirMAN: We might adjourn now if you so wish. 

Mr. Exuiort: It is not my wish, sir. 

Hon. Mr. Hata: I should like to hear the gentlemen from Toronto de are 
to talk to us about the mining business. 

Mr. Campseuu: I doubt that any of them would be ready to go on. 

The Cuarrman: Is anyone here who has anything to say in regard to that? 


Mr. MacDonnetu: Speaking on behalf of the Canadian Manufacturers — 


Association, Mr. Chairman, I may say we are not ready to go on yet. 
The eRe You are here to listen for the time bemex 
Mr. MacDonnetu: That is the idea. 
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~ Mr: Grorr: On behalf of the Canadian Federation of Agriculture we would 
prefer to make our prepared statement when our president is here. 
The CuatrMaAn: You will not be prepared to go on this week? 
Mr. Grorr: No. 
Mr. Norman: On behalf of the Dominion Association of Chartered Ac- 
countants I may say that it will take my organization some little time to get 
ready. We desire to present a prepared statement. Does the committee propose 


to sit for two or three weeks? 


The CHatRMAN: I can assure you the meetings will extend over a period 
of weeks, perhaps many weeks. 

Mr. Neues: The Canadian Chamber of Commerce welcomes the appoint- 
ment of this committee, Mr. Chairman, and we would prefer to present our 
views at a later date. 

The CHarrMaAn: All right. | 

Hon. Mr. Hata: I suggest that the committee meet immediately on the rising 


of the Senate this afternoon. 


The Cuairman: If the committee is content we will adjourn until after the 


~ Senate rises this afternoon. 


Some Hon. Senators: Agreed. 


The committee adjourned accordingly. 


The sitting of the Committee was resumed at 4 p.m. 

The CuarrMAN: Gentlemen, if we are ready, I will ask Mr. Elliott to 
continue. 

Mr. Exxiotr: Mr. Chairman and honourable senators, this morning I gave 
a summary of the organization that you are going to examine, stating some- 
thing as to its character and the place it occupies in the nation’s affairs. I 
mentioned that we had a staff of 6,882 employees. That figure is correct, but 


- it must be compared with the number on our staff at the beginning of the war, 
= namely, 1,286. 


Naturally such a large expansion in staff gives rise to problems of training 
the employees. I mentioned that the number of skilled personnel, that is, the 


accountants, had not substantially increased. In fact, there was actually a 


decrease in the number of professional accountants. The great expansion took 
place in what we call the clerical staff. That is easily understood in the light 
of the number of documents that I told you that we had to handle here. 

It became necessary to introduce a plan of staff training, and I am happy 
to say that it has functioned with a great deal of satisfaction. I should like to 
explain it to you, because I think it is of great importance. In the Department 


_ of Labour it is sometimes called “Job Instruction Training,” and it has become 
a recognized necessity in well-organized businesses. These books that are on my 


right here are adequate evidence of our activities in job instruction training. 


_ This particular book that I now have in my hand, and the other two books of the 
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same size, are furnished to all our inspectors, with the exception of those in three 
districts. I stand subject to correction as to the exact number, but the books 
are furnished to the vast majority of our district inspectors. 

This book that I now take up is called “Office Procedure Manual.” It is 
a general statement of the work carried on in each unit in the district office, and 


it is supported by flow charts. For instance, what I am looking at now has to 


do with the receiving of mail. In any organization that is a very important 
matter. It may be regarded as simple, but if you have not organized control 
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over it and your mail goes astray you will soon be in a mess. Every function 
- that has to be performed by every person in the incoming mail section, which 
happens to be the one I am looking at, is detailed. I will read from the 
opening page:— 


The duties of the incoming mail unit are three: (1) receiving of 
the mail, (2) distribution of the mail, (3) miscellaneous duties. 


In each of these manuals there is a chart of the flow of work. While this 
document is, as you see, rather solid, it is the governing machinery in the 
district office. Actually it is broken down into several units and sections. Each 
unit head gets a small book something like the one I now have in my hand. 
That deals with his own particular section, and he has to understand it 
thoroughly. So in the district offices you will find complete instructions on the 
description of the work carried out by every employee. 


Now I show you another set of instructions, in two volumes, each of 
which is called “Operation Breakdowns Manual.’ Each operation is first 
stated and then set out in detail step by step, showing what each employee 
is to do. I may inform you that there are more than one thousand routine 
operations performed in an average district to°complete the work. When you 
recall that, as I pointed out, the great expansion of our work in war-time 
required some five thousand new employees, you see that to train them to 
perform their duties efficiently and within a reasonable time is a considerable 
task. You have not the same authority over your personnel that the military 
services have. In this respect I do not suppose the Army has changed. much 
from the time when I was in it; the principal changes have been in mechaniza- 
tion, transportation, and that kind of thing. We have to set up an organiza- 
tion with people over whom we have nothing like the control that the Army 
has over its personnel. We do not have our employees under our control 


for twenty-four hours; we have them only during the working hours. Then, ~ 


the vast majority of them are females and you cannot give them the kind 
of order that can be given to men in the Army. You have to speak to a lady 
employee with that delicacy which befits a gentleman, and yet with earnest- 


ness—not in the sense of proposing, but in the sense of giving her an order ~ 


to do something. I heard Senator Vien speak at lunch today and afterwards 
I said to him that he had all the nuances and the delicate expressions that 
are typical of the Franch race, together with a splendidly clear mind, whereby 
he makes a delightful speech, conveys beautiful thoughts and leaves his 
listeners with pleasant feelings. Well, it is delicacy in that sense that we use 
in training female employees to handle income tax forms. There is no love 
in it. It is all a matter of duty, and we have approached it from the point 


of view of a business system installed for the more efficient handling of our. 


work. 


We give our employees lectures on their duties and we have organization 
meetings. Yet only yesterday, while I was in the midst of all my worries 
of getting something for this committee, I received a letter from Mr. Gillis, 
M.P. He had received a complaint from a man in Halifax stating that it is 
only a waste of time to give lectures to employees on how to do their job. 
In other words, that gentleman was opposed to the very thing that we are 
doing all across Canada. So you get criticism from people who observe 
what you are doing but who perhaps do not appreciate the over-all picture. 


Hon. Mr. Camppett: May I ask how long these manuals have been 
in use in the offices? . 


Mr. Exuiorr: I should say the first one was out probably a year and a 
half ago. They ‘are not easy to compile. These were compiled after much 
consultation and an examination of all the districts across Canada by a 
person charged with that duty, who, I might say, has since left us. We-were 
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paying him—I will make a guess at it—$3,600 a year, and he left about a 

month ago to get $6,000 a year, with the right to do certain work on the 

side. He is a Chartered Accountant. Thank heaven he did a good job before 
he left. 

Hon. Mr. Haypen: Are you proposing to file those books? 

Mr. Exuiorr: Yes, I should like to file them. I am glad you mentioned 
that, because I want the Committee to have them so as to know just what 
takes place in our offices. tes 

Hon. Mr. Bencu: Mr. Chairman, may I suggest that the books -be 
identified in some way? 

The Cuarrman: They could be marked as Exhibits, perhaps? 

Hon. Mr. Bencu: Yes, that would be a good idea. 


EXHIBITS 


Nos. 1, 2 and 8: Three volumes, one entitled “Office Procedure 
Manual,’ and the other two entitled “Operation Breakdowns Manuals.” 


Mr. Euuiorr: These books relate to the Ottawa district. As you know, 
it trespasseg,in the Supreme Court Building, much to the annoyance of 
certain gentlemen. I appreciate that they have a ground for annoyance, but 
there the office is, in that building. I would suggest, Mr. Chairman and 
honourable gentlemen, that if you see fit you go over and examine that 

office thoroughly. In that way you would get a good idea of how we handle 
~~ our business. 

There will be a further development of this staff training in respect of 

- members of the armed forces, as discharged men become available. They 
will be given special lectures. We look forward to an increase in our male 
personnel. | 

Hon. Mr. Hac: Are they all appointed by the Civil Service Commission? 

Mr. Exuiotr: Not a single one of them. They are all appointed by the 
Minister. The Civil Service Commission has no jurisdiction over the person- 
nel in the Taxation Division. 

Hon. Mr. Campsetu: Would there be an accountant on the staff of every one 
of the nineteen divisions? 


Mr. Eutotrr: Oh yes, definitely, I think. I will make an inquiry. Do you 
mean professionally qualified accountants? 

Hon. Mr. Campsety: I mean accountants, not necessarily Chartered 
Accountants. 

Mr. Exuiorr: There are Chartered Accountants and Certified Public 
Accountants. Whether one is better than the other, I do not know, but we 
must be careful not to mention one ahead of the other, so we use the generic 
term, Professional Accountant. I am advised that we have a good accountant 
in every office, but they are not all Professional Accountants. I will get the 
detailed information on that if you are interested. 

Hon. Mr. Campsetu: I was wondering whether you would care to say from 
your experience how many accountants—I do not mean Professional Accountants 
~ —you should have on the staff in each of the nineteen divisions. 

Mr. Exxtiorr: The nineteen divisions vary greatly in their importance. For 
instance, in Toronto and Montreal we collect nearly half the whole revenue. 

_ The head offices of very many companies that do business in all parts of Canada 
are situated in those districts, and that is where the companies file their returns. 
_ Therefore, in those districts we need many accountants. In an outlying district 
_ where a branch of one of these companies is located our office would collect the 
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tax on only the salaries or wages of the employees; the profit derived by the 
company through that branch finds its expression in the Toronto or Montreal 
districts. So it is difficult to state how many accountants we would need in each 
division. : 

Hon. Mr. Vien: Experience that I have had on two or three occasions 
indicates that the salary offered to accountants seeking employment in the 
Income Tax Branch is not sufficiently attractive. I think the salaries start at 
$2 400 or $2,500. More alluring salaries are paid by private businesses. 


Mr. Enziorr: There is no doubt about that, Senator. If the Committee — , 


wish us to submit a statement of the grades of accountants and the salaries paid, 
we shall be glad to do so. 

Hon. Mr. Bencu: I should like to see such a statement. 

Mr. Exuiotr: All right, we will furnish one, showing the grades of our 
assessors, as we call them, and the number in each division. | 

The CuairMAN: How many grades have you? 

Mr. Exuiorr: Six. In the top grade there are only two or three, so there are 
really five operative grades. . 

Hon. Mr. Campseitu: Could you also embody in that statement your 
opinion of the number of accountants you feel are required to staff the various 
divisions adequately? @ 

Mr. Exxiotr: Yes, I shall be very glad to do so. That is a matter on which 
we can speak with certainty, because we have gone into it and had advice on 
it lately. 

The CHAIRMAN: Is the only reason that you have not an adequate staff 
the fact that you cannot get the men? . 

Mr. Exxiorr: We want more men and we go out and try to get them, but 
we have not succeeded. 

Hon. Mr. Bucuanan: This morning you were speaking of men who had 


left your staff to enlist. Are any of these men taking employment: with private — 


industry after their discharge from the armed services? 

Mr. Exuiorr: I am consulting with my friend. I do not think any of our 
accountants left to go into the Army. Those who did leave went into industry 
or business. We did not have many young fellows of military age; in fact I 
cannot recollect one. 

Hon. Mr. BucHanan: I have known some to go into the air service. 

Mr. Exziotr: From the Income Tax Department? ! 

Hon. Mr. BucHanan: Yes. 

Mr. Exuiotr: Were they professional accountants? 

Hon. Mr. BucHanan: They were in your service. You were speaking this 
morning of shortage of staff, and I thought you were referring to a general 
shortage. I was not confining my question to accountants. 

Mr. Exuiorr: Those of the general staff who went into the Army were very 
few, and we have taken back some of them. i 

Hon. Mr. Bencu: You stated that you lost 141, and you estimated that 
more than 80 per cent had gone into private business. | 

Mr. Exxiorr: That is correct. - . 

Hon. Mr. Bencu: As I understand it, you now find you are not able to 
replace that loss in personnel. 

Mr. Exxiorr: Actually that loss has never been made up. We are 70 per 
cent lower in professionally qualified accountants than we were a few years ago. 
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Hon. Mr. Bencu: Would you say that your difficulty in replacing them is 
because you cannot pay anything like the remuneration they can command in 
private business? 

Mr. Exuiorr: That is right. The remuneration during the war was, I think, 
in many cases additionally attractive because of the high rate of taxation. 

Hon. Mr. Bencu: But your difficulty is still continuing? 

Mr. Exvitotr: As I pointed out this morning, we are in a transitional stage 
and I have not made up my mind as to the cause. 

Hon. Mr. Vien: To a young chartered or professional accountant, to use 
the language of the Department, $2,500 a year, less taxes, is not attractive. A 
man who has had professional training and is qualified should receive at least 
$3,000. 

Hon. Mr. Haic: Mr. Elliott, is not this a fact, that right from the start 
ofthe income tax system once a man got trained in your departmental practice, 
he was offered by private firms a salary which of course your scale could not 


- compete with at all, and naturally he went out. I can recall two or three such 


cases in my own city, and one of them was your chief inspector. 

Hon. Mr. Haypen: You cannot stop that of course. 

Hon. Mr. Vien: You can and you cannot. You cannot give as high salaries 
as are offered outside, but a number of professional accountants would remain 
in the service if they had adequate compensation, even if it be below what is 
being paid outside, because in the Department they have the advantages of 
superannuation and stability, and there are other considerations, such as sick 
leave and holidays. These are attractive, to say nothing of the fascination of 
the Government dollar. Quite a number of people will work for the Government 
at lower rates than they could make outside—for instance, senators. 


Hon. Mr. Hata: That is what I was thinking about. 


Hon. Mr. Vien: I would suggest that you could, without competing with 
industry and business, get competent persons if you made the salary a little 
more attractive because of the compensations which I have already mentioned. 
I would urge that there should be an upward revision of the salary schedules. 
The other day a young man in Montreal asked me if I could assist him to 
obtain an increase in salary. He was working in the Inland Revenue Depart- 
ment at Montreal. I referred him to his superior officers, thinking that it was 
a matter of internal economy and had to be taken into account with all the 


various schedules of the Department. He told me he was receiving $2,400 a 


year, and was called upon to help the Income Tax Inspector determine whether 
a chief executive was being paid too much at $18,000 a year or whether he 
should receive $20,000 or $22,000. I give that as an example of the inadequacy 
of the salaries that are now being paid to certain classes of professional men. 


Mr. Exuorr: The length of service of the 141 assessors who have resigned 
since January 1940 was 3.9 years. In other words, ours is a school of instruc- 
tion. Chartered accountants or professional accountants come into our organ- 
ization and work with us not only for the purpose of informing themselves on 
our very vital taxation laws, but also to get a survey of all kinds of financial 
statements that come from various businesses. After they have stayed with us 
for about four years away they go. If you are going to hold those persons 
after they have been in the Department four years you have to do something 
to improve their salaries. 


The CHatrMAN: Do they usually set themael ves up as income tax experts? 


Mr. Exuiorr: We do not follow their careers after they leave us. We do 
know that they go into established organizations as secretaries and accountants, 
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Hon. Mr. McRaz: It is well known that many corporations hire these men 
to look after their taxes because they are familiar with income tax law. Those 
corporations can well afford to pay the men higher salaries for that purpose. 

The CuarrmMAn: Some also do as I suggested, they set themselves up as 
experts In income tax matters. 

Hon. Mr. Hac: Is it not very much more satisfactory to the public if there 
are competent accountants in your Department? 

Mr. Euuiorr: Very much so. Professional men can do business with 
competent accountants in the Department on a more skilled plane, and can do 
it in half the time and get results. These outside accountants are in many 
cases paid on a time basis, so they would be much happier to come in and meet 
their equivalent across the table. 

Hon. Mr. Hata: I am thinking of the ordinary fellow. 

Mr. Euuiotr: He would do it much better. 

Hon. Mr. Hata: Take the case of a lawyer. I know that if I go to the 
Income Tax Department and meet a man who understands his business perfectly 
I can get through in a quarter of the time that it takes if F have to argue with 
a person on what the law is. 

Mr. Exnsiorr: I agree with you. On this very subject I think I should 
indicate the value of skilled accountants. They are probably more valuable 
than most people have the opportunity of realizing. I would preface the state- 
ment I am about to make by saying that there is not the slightest implication 
in it of fraud or deceit or wrong doing on the part of our people, although the 
very statement itself certainly implies that. I may own an organization doing 
a large business, and I make certain charges-against my profits, charges which 
I think are all right. I submit my accounts, and the income tax official says, 
“No, you cannot do that. That is not within the law, that is a capital expendi- 
ture.” Or he may say, “This belongs to some other period, this is a liability 
that has not yet crystallized, it is in expectancy, it is not a real liability yet.” 
There are a thousand reasons why that income is raised and more taxes collected. 
In one year—and it runs just about the same right along—we increased the 
assessments by about $38,000,000. In other words, those income tax payers 
declared their incomes honestly, taking as they should every reasonable inter- 


pretation of the law that is on their side, for no one wants to stand out against — 


himself on things that matter. It means that when we come to analyze the 
accounts and set them in their proper order the Government receives $38,000,000 
more than it would have received if those accounts had not been scrutinized 
according to the rules of our assessors. 

I had not intended to bring that out at this point in my remarks because 
it belongs to the section on assessing which I have here, but when we are talking 
about the value of assessors and what we pay them, I think it is very important 
to make the statement now. 

The annual cost of running our Division is below $10,000,000, and yet by 
the use of these gentlemen applying the law factually we increased the revenues, 
so that every taxpayer pays his proper tax in accordance with the measure of 
the law. That increase, as I have stated, is $38,000,000. 


Hon. Mr. Mater Is it not a fact that in the assessment of income tax 


you are from three to four years behind in the different provinces? 
Mr. Evuiorr: No, that is not a fact. That again comes into the assessing 
question. The question upsets the continuity of my plan. I am still going to 
adhere to my plan, so I shall be answering it twice. 

The CHAIRMAN: Gentlemen, may I suggest that in a general way we allow 


_ Mr. Elliott to proceed according to his agenda and submit our questions after-_ 


wards? Would not that be more satisfactory, Mr. Elliott? 
Some Hon. Spnators: Hear, hear. 
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Mr. Exuiorr: Yes, Mr. Chairman. It is very good of you to try to keep 


“me on my continuity. 


Hon. Mr. Hate: It will be better for us too and we shall make a little more 
progress. 

Mr. Exvuiorr: I will answer the honourable senator’s question. Notwith- 
standing all the handicaps I have pointed out, and I emphasize them, of all the 
assessable returns received by the Division for the five year fiscal period ending 
March 1945 we have assessed 87 per cent. Of all the individual returns that 
appear assessable received over that same period we have assessed 83 per cent. 
Honourable senators will notice that I have referred to returns that ‘appear’ 
assessable. I may explain that when the return comes in we take a look at it 
and if it shows a taxable income it is called assessable; 1f not, it is called non- 
assessable. That's how we quickly separate the returns. 

Hon. Mr. McIntyre: That goes back for four years. 

Mr. Exuiorr: Of course it does. 

Hon. Mr. Haypen: That percentage basis is not a very good indication, is it? 

Mr. Exuiotr: I would say it is. 

Hon. ‘Mr. Haypen: The number of your individual returns is so great and 
of your corporation returns so small that the percentage in itself does not 
indicate very much without having the actual numbers. 

Mr. Exuuiorr: If you suggest that we put the two together I would say it 
would be a wrong statement. One corporation will pay as much money as 
thousands of individuals, and I for my part would not care to put the two 
together and answer the honourable gentleman’s question. I think we have to 
take individuals on one hand and corporations on the other. | 

During the past fiscal years ended March 1941 to 1945 inclusive we have 
assessed 6,880,424. individual returns, or 82 per cent. That is a little against us 
because it is really slightly more. I would call it 83 per cent, but I will concede 
against myself a fraction of 1 per cent and accept this written document for 
corporation returns received in the same five year period we have assessed 
126,039, or 86 per cent. 

The CuarrMaAN: The lag is greater in the individual returns than in the 
corporation returns. 

Mr. Exuiorr: Oh, yes. That is 86 per cent of the total returns received in 
the same period. The fact is that the Taxation Division has suffered many 
handicaps, which we believe have not been suffered by any other organization to 
the same extent. We have fallen behind to some extent, as might be expected 


under the circumstances, but have maintained our standard. Having regard 


to the handicap we believe that the Committee will find that we have done a 
most. satisfactory job, and no doubt will make appropriate comments in their 
report. 

While on the question of delay, may I point out some important features 
in the delay as another step in the problem of Jack of space and lack of priorities. 


“The Excess Profits Tax, of September, 1939, was really an Act that gave notice 


to the people of Canada that they were going to suffer an excess profits tax. 
The whole Act was repealed and never functioned. In 1940 the present Excess 
Profits Tax law was put on the books, and it was a complicated and difficult 
law. Never before in the history of this country did we have such a law. It 
was quite different from the experiences of the last war, of 1915 to 1920, under 
what was known as the Business Profits War Tax Act. This law of 1940 gave 
the standard profit from 1936 to 1939, and we had to have the capital determined 
with respect to that period inherent in the law itself. When it came on the 
books in 1940 it necessitated going back to those four years. Many businesses 
in those four years were not taxable. We just passed those returns for businesses 
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which were obviously not taxable in those years—we were not interested in 


the capital. But the time came when we had to resurrect all those and resurvey 


them. That is an enormous task. The public had to get acquainted with that 
problem. I am sure my accountant friends in this audience will know the 
trouble they had in getting acquainted with that law and its application. You 
cannot pass a law im June and make it work in July, at least not that kind of 
law. There must be a period of education, and that requires time. By the 
end of 1941 the Board of Referees had received about 375 claims, of which 
it had dealt with 47. And that, mark you, was two years after the war had 
started. If you want to speak about a delay there is an instance. That situa- 
tion was forced upon the Division by the necessity of making up the Govern- 
ments) mind as to what kind of law it was going to have and to permit the 
people an opportunity to get slightly acquainted with it. So that in that two 
year delay, we made some gain. We are not two years behind now—perhaps a 
year and a half. It all depends on the standard I am going to maintain. I 
could take these returns and pass them as filed; I could put them through 
as so many letters. In that way I could clean this up in two or three months, 
and have no back-log. Technically it is a true statement, but practically it 
would not be doing the job that is entrusted to me. I do not seek to hide 
from the necessities that are forced upon me; I would rather stand my ground, 
and say that in due course we will assess everybody on the same basis, under 
the same law, with equal treatment, even though there be some delay. 

Now what is the value in delay? This educational period of nearly two 


years was of great value to the professional accountants and business men, — 


as it was to the Civil Servants. It is not to be presumed that there were major 
errors by professional accountants or by ‘business management when they 
figured out their own tax and said, “That is the way it looks.” So that the 
only detriment from the delay is a few files that we have not confirmed the 
amount of money that has been paid. In confirming those it is my hope 
that we will find the figures reasonably satisfactory, and no one will find a 
sudden claim for taxes far beyond that which he himself, by careful analysis 
believes he should pay and did pay. It is easy to complain that some assess- 
ments for those years have not been passed. If it is not explained the people 


will say, “My goodness, I have not been assessed for two, three or four — 


years—isn’t that terrible?” It is true that a business man cannot publish 
his ‘balance sheet with certainty but he can put ‘such a note on his balance 
sheet setting forth that he has calculated his own tax within what he believes 
to be the letter of the law. If he had good advisers, and studied the matter 
himself, he will not be very far wrong. On the other hand, if he complains 


about the matter being delayed, and he has put something in that he believes — 


he can get away with, but does not get away with it, it is going to cause a 
considerable liability to arise. Under those circumstances, he is most anxious 
to have his return passed as filed. Under such circumstances, we would be 
lowering our standards and not living up to the obligations which the country 
has assumed. 


My friend certainly- has touched the keynote of what is in the public — 


mind right now when he asked that question. 


__. Hon. Mr. McInryre: The taxpayer may file his return incorrectly, and 
if it is two or three years before it is assessed, he might owe $400 or $500 or 
$1,000, and be obliged to pay 8 per cent on that amount. 

Mr. Extiorr: No, 5 per cent. . 

Hon. Mr. McIntyre: I think it is 8 per cent. 

Mr. Exuiorr: It only becomes 8 per cent if he refuses to pay. It is 5 
per cent. 

Hon, Mr. McIntyre: When he is assessed, it is really at 8 per cent. 
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: Mr. Exuiorr: Yes, one month after the Notice of Assessment but at that 
time he knows all about it. It is a matter of forcing payment by raising the 
rate of interest. The country needs the money and the only way to get it in is 
by applying a rate of interest that will bring it in. No doubt many people would 
be willing to borrow money without much negotiation at 5 per cent. On the 
other hand, if he has calculated the tax himself and he is wrong by $1,000, or 
any multiple of that amount, he has had the use of that money. If it is 

$100,000 it is of considerable advantage. Should he have the use of that money 
simply because the volume of work in the Crown organization is so great that. 
they cannot get around to assess him? We may have picked up another man’s 
file first, and he had to pay the $100,000 because we have assessed him. Do 
you suggest that the one taxpayer should be out the use of his money, and the 
other one have the use of his money and pay no interest on it? 
J Hon. Mr. McInryre: Of course if he overpaid he would not get interest on 
such overpayments. 
Mr. Ex.torr: That is a very usual statement, may I say. It has been the 
policy of the Government since Confederation, not only in the Taxation Depart- 
ment of the Government, but large sums of money in the hands of the Crown 
do not accumulate interest. Perhaps the King can do no wrong, and he holds the 
money for a good purpose; and when he holds money for a good purpose, he is 
not required to pay interest on it. It may have its genesis in that thought, or 
it may be sheer power. The fact remains that you must not point to any one 
department, you must say the whole Government does not pay interest on 
money in its possession. 

Hon. Mr. Bencu: Is there something in the law that provides for that? 


Mr. Exuiorr: No, it is a precedent. They usually say it broadened down 
from precedent to precedent, but this one did not broaden. It is a fact that you 
cannot sue the King without his consent. You as a fellow member of the legal 
profession know that. I presume in the early days the King did not give the right 
to sue himself for the interest on money which was in his possession. This is 
now adopted in the statutes, since law and equity became fused. The King: 
still keeps that stand for reasons that I cannot always comprehend myself. 
3 Hon. Mr. Bencu: I secured a judgment against the Crown one time witli 
‘interest. The case was actually settled at the time, but one of the things I gave 
up was the interest. When you raise the question now I just wondered whether 
_or not there was any provision in the law covering the matter. 
— _ Hon. Mr. Camppenu: Mr. Chairman, I do not think we should start giving 
advice to the legal profession here. 

The CuHatrMAN: Well not free advice. 
Be Hon. Mr. Vien: The question arises-whether the Crown should not. pay 
Interest on the amount that it has received and for which it finds itself indebted 
to the taxpayer. Mr. Fraser Elliott has aptly pointed out how it forms part 
of a much larger policy than the one we are directed to study in this committee. 
However, I think the preponderance of public opinion would be for the elimina- 
tion of the necessity of a fiat to sue the Crown; and secondly, the Crown should 
pay interest when it is found to be in possession of funds which-do not belong 
to it. | 
: Hon. Mr. Asevrine: Taxpayers might pay a lot of money into the Govern- 
ent to get interest on it. 
aE Hon. Mr. VIEN: I think nobody should be penalized because the Govern- 
‘ ment, whether rightly or wrongly, has been in possession of sums of money, 
large or small, that do not belong to the Crown. 
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Mr. Exuiorr: There is not only the point which has been suggested that 
some might pay in excess in order to get sure investments and interest on their 
money, but also the fact that we now have on our tax roll some 2,500,000 tax- 
payers more or less. Many of them pay small sums of money indirectly by 
means of deduction at the source, that is they pay through the hands of their 
employer. We have to make refunds to those taxpayers who are not taxable. 
If you adopted the principle of paying interest, and assuming the average refund 


was $30 to a million taxpayers you would have a tremendous task. I am quite — 


sure the Crown would not consider paying 3 per cent. If they did, there would 
be a great number of overpayments. Therefore, I could think more favourably 
of 2 per cent. Two per cent on $30 for a year is sixty cents. It would involve 
taking a million taxpayers, on that average basis, and giving each his refund 
plus sixty cents together with the computation of the period for which the interest 
ran. It would also involve our putting on a staff to compute the interest to 
which he was enitled, and also putting the Post Office to the trouble of handling 
the mail, and the getting back of receipts. 

Hon. Mr. Vien: Might it not be credited to an account against future 
taxation? se 

Hon. Mr. Campseuu: The cost of calculation would be tremendous. 

Mr. Exuiorr: You would still have to have it calculated; you would have 
to have an interest table and a great staff engaged on it. I am not arguing for 
or against, am simply pointing out some of the incidents of payment of interest 
on small accounts. 

You cannot draw a line and pay interest on $30 and not pay it on $300 
or $3,000. The little man’s money has an interest earning factor—of course, 
not in the investment field—but theoretically it is as useful to him as a man 
with $300. If you are going to pay interest you would have to do it right up the 
dine, from the smallest account to the largest, in the possession of the Crown. 

Mr. Chairman, I should like to say a word with respect to space. The problem 
of space since the beginning of the war has been one of our major difficulties. 
I am not going to air the particular grievance we have had in this regard because 
I am fully aware that other organizations have had the same trouble. I am also 
‘aware that the Department of Public Works, which is the Department which 
allots to us our space, has been pressed on every hand. They have to give 
priorities wherever it is for the armed forces and the production of war materials, 
and income tax got the least. priority. 

Hon. Mr. Hata: We think there will be plenty of buildings soon. 

Mr. Exuiorr: I hope our space problem is solved. 

Hon. Mr. Harta: Especially in the city of Ottawa. 

Mr. Exuiorr: I am speaking of our work during the war years and up to 
the present time. I sometimes feel that the significance and importance of 
revenue laws is not appreciated by many people who could beneficently lend 
their aid. However, it is traditional, it is historical and it is biblical of this field— 

Hon. Mr. Hata: Maybe the Bible was correct after all. 

Mr. Exuiorr: Far be it for me to dispute it. 

Hon. Mr. Haypmn: You mean as to its correctness. 

Mr. Exuiorr: I should like to give you a few facts on our space problem. 
I will use 1939 as the basis, the same as we take the cost of living as equal to 
100 in 1933 and then build up from that. The used space we occupied in 1939 
has been increased by only 100 per cent. This is in sharp contrast with the other 


percentages of increase over the 1939 figure. Our staff has been increased by~ 


400 per cent, which is not too much. The necessary equipment that is present — 


there increases the volume of space required. The returns filed by the public 


have increased 500 per cent. In that I am only talking about returns figured — 
by the public on taxable incomes. The collections of the Department have — 
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increased 1,000 per cent. I repeat that all this activity takes place in a space 


- increased by only 100 per cent. Please do not ask me to explain how we do it. 
- But I have been in offices where I could not walk through, the desks are placed 


end to end. The facts are as I have stated there, and yet we pe ee on 


and accepted the situation. 


I again refer to the thought that is hovering in the minds of many people— 


_ how far behind we are. I can only reply, how far advanced we are considering 


the circumstances in which we operate. 

Hon. Mr. Campsetu: Can you say what percentage of increase is brought 
about by reason of the Excess Profits Tax Act? I suppose it would be difficult 
to say that. 

Mr. Exxiorr: The two are so interwoven that I do not think that information 
could be ascertained. 

Hon. Mr. Vien: In addition to the excess profits taxes there are succession 
duties. . 
Mr. Exuiorr: Yes, we were made responsible for the administration of them 


t also. All these added duties have to be attended to in a space that has increased 


only one hundred per cent, whereas the increase in everything else runs from 


_ four hundred to one thousand per cent. 


I think that is all I need to say for the moment on the organization as a 


whole. I should like now to turn to another heading, namely, the simplification 


of law and forms. 
Hon. Mr. CaMpsBe.tu: Before you proceed with that, it might be interesting 
if you could tell us something about your head office organization. 

Mr. Extiorr: I intend to give the Committee, when I conclude my remarks, 
a chart showing the exact organization of our head office and the organization 
of a typical district head office. I have a large number of copies of the chart - 
here. We compiled another chart, just for this committee, showing the duties 


of each office in the division. These two charts will, I think, give a very clear 
picture of our head office. 


Hon. Mr. Lampert: Can you say generally that any extension in the use of 


office machines has been a factor in enabling your staff to do more work? 


Mr. Extiorr: We are alert to the value of modern business machines, but 
unless I put machines under or over the desks of the men who are working there 
I have not the space for them. There is no doubt that, if we had more space, 
our business could be mechanized far beyond what it is. 


Hon. Mr. Hare: I should say that in the last four years you have increased 


| your staff greatly. In an office out in our city you used to have one person, but 


now you have four, and I cannot get in; or if I do get in to interview one of them, 


I interrupt the other three. 


Mr. Expiort: It is certainly essential that we get the taxpayer in. We shall 


_ have to put our other men out. 


The CuarrMAN: Senator Haig does not go in as a taxpayer. 
Mr. Exuiorr: Perhaps there is reason for keeping him out, then. It is true, 


Senator, that we put more people in a room. 


Hon. Mr. Hate: I go there to consult about the income tax return of a client. 


Just last week I was positively ashamed, because although I spoke in as low a 
_ voice as I could to one person I know that I interrupted the work of the others. 


Mr. Ex.tiorr: We operate on 65 square feet per person, whereas the normal 


space required for health and good work, not to mention secrecy, is 100 square 
feet. In other words, our space is thirty five per cent less than it should be. 
In some districts, I regret to say, our space is even less than sixty-five per cent 
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of normal. I have simply been giving average figures, and if my remarks are 
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read by employees in those districts where our space is lower than the average, 
I do not want them to think I have forgotten them. They are still in my mind. — 

Now, if I may have permission of honourable senators, I should like to go — 
to the subject of simplification of law and forms. The Committee is charged — 
with the duty of improvement, clarification and simplification, impliedly, of: (1) : 
the sections of the law (2) the method of assessment, and (3) the collection of | 
taxes. a 
The Committee might expect a comment on what these words imply, namely, — 
the complexities of the law and of the forms. I shall not dwell on the early — 
development of the law. It is of course basically a tax imposed on the income ~ 
of residents in respect of their world income, and on non-residents in respect — 
of income arising from sources within Canada. : 

Where the definition of “income” originally came from has been imperfectly — 
traced in some cases and I am not clear on just where it did come from. It 
originated somewhere in the United States, I believe. However, the growth of — 
the legislation has been extensive since the beginning of the war. 

Its increasing complexities have been in a large measure occasioned by the ~ 
high rates of tax. Such high rates neecssitated the introduction of sections to — 
mitigate oppression of various classes of taxpayers or intended to make the ~ 
system more uniform in graduated applications or in response to outeries | 
against burdens which in some cases may have been oppressive. . 

The space occupied by the provisions relating to such relief and exemptions 
is now extensive and contrasts with the comparative brevity of the early laws. 
Further, as the rates of tax have risen, ingenuity in avoiding the tax has been 
increasing, as shown by the methods devised and the various ways and means 
by which persons so conduct their affairs as to bring them technically outside 
the ambit of the law, although the authorities intended that tax should be paid. 

The Government has responded with provisions designed to make avoidance 
difficult. Sections had to be devised for stopping each loop-hole as it was 
discovered and likewise to remove each genuine grievance as,it was brought to 
light, until, as stated, the fabric has become over-laid with ‘highly technical 
sections, difficult to comprehend, and regarded by some as unreasonably prolix — 
and obtuse. Each section became a kind of special law in itself, woven around — 
the basic law to make it more self-contained and all conclusive. 7 

That is, the basic law remained the same, but it was patched up by these — 
special sections dealing with special cases. These sections were really in them- — 
selves special laws which, to anyone not having some knowledge of the back- 
ground, are difficult to understand. 

Reference could be made to other laws in other national jurisdictions 
showing that the same difficulties, the same character of amendments, and the — 
same intention as to preventing evasion and as to granting relief, have developed. 

In England the basic law remains the same. In the United States more than 
thirteen entirely new revenue acts have been passed in as many years. I am 
not sure which is the better method. It is simply pointed out that the situation 
in Canada is not peculiar to Canada. It is born of a desire to pay the least 
possible tax that the individual or company can arrange to pay by adjustment of 
their affairs and to secure the maximum relief that justly should be given. 

Avoidance and relief, however, are not alone the considerations that make — 
the law and the forms intricate. Perhaps even more so it is the extent and — 
diversity of interests vitally touched upon by such a law. ; ‘ 

You are enjoined by Parliament to create simplicity and clarity. I presume — 
that also might mean brevity. ‘This, of course, is a laudable purpose. The — 
millions of individuals who have substantially nothing more than salary complain — 
of the complexities of the Income Tax law and the forms; and because the law 
touches them not only personally, but vitally, their complaints amount at times 
almost ‘to vituperation, particularly at that point in time when they meet the 
income tax forms. ; 
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The over-all-Canadian-individual must realize that he is a composite person. 


The form must envisage that Canadian who has every kind of income, every 


kind of dependent, every kind of marital status, every kind of expense, business 


-as well as sickness, and donations to charity, ete. The over-all-individual, as a 
. composite person, is a complex being: That is the individual for whom the 


income tax form must be prepared. Each individual is entitled to know every 
right that he has. If the form makes no mention of the rights to which one 
man is entitled, it will do no good to tell him that he is presumed to know the 
law, when he finds out that the form makes clear the rights to which other 
people are entitled. 

Then we come to businesses. Here in the larger field we have income from 
every source, not only business but estates, trusts and every kind of activity 
that is entered upon with a view to profit. The critic calling for simplification 
fails to realize the composite nature of the problem. 

There is no other branch of the law which is so far reaching or which 
touches human activities at so many points, having regard to individuals, partner- 
ships, estates and corporate activities. The law affects every kind of business, 
wholesale and retail, domestic trade and foreign trade, manufacturers, investors, 
discounting, insurance, shipping, railways, mines, forests, agricultural activities, 
every kind of profession, property or service out of which arises an income gain, 
not to mention patents, copyrights, royalties, pensions, etc. ete. 

Indeed so much has been said to indicate a very incomplete list of the 
nation’s ever-varying multifarious economic activities, public and private, that 
go to make up the business of the nation. Into each and all of these the element 
of profit and loss enters. That word “loss” compels me to comment that recent 
amendments give a value to a loss that is equal to the burden of a profit, for it 
is as important to determine to-day the deficit of a business man or company 
so that he might off-set it against the profit of an ensuing or back year and 
thereby save the taxes otherwise payable. 

In short, a loss is as valuable as the rate of taxes applied to it. The greater 
the loss to an individual partner, the greater is its value to him when he can 
carry it forward and charge it against the profits that next year would be 
subject to tax. 

As stated, into each and all of these the element of profit and loss enters, 
and from the financial results of each the taxpayer is or is not subject to 
taxation. Each of these activities in turn, has its own special characteristics 


ealling for special treatment adapted to its individual or corporate case. 


Firms or partnerships have one set of laws; companies and private companies 
another; agents and trustees yet another, and so on. Add to this the whole 
elaborate system of exemptions, relief, allowances, deductions, carry-over of 
losses, inventory problems—and there you have something—and so on. They 
all have to be formulated into simple language, clearly stated and reflected in 
forms so that he who runs may read. I observe that that is how it was stated 
by Senator Haig when he was discussing this resolution in the Senate. But in 
this case, Senator, usually it is he who reads, runs. 

Hon. Mr. Hara: I was giving you the benefit of the doubt. 

Mr. Exniorr: Now in the result the requisite administrative machinery 
must be provided for the working of the system in the shape of, not only forms, 
but regulations, memoranda, brochures and the like, all of which do not make 
the law but only interpret the law as the departmental officers understand it. 
Each person has the absolute right to interpret the law in respect of his own 
particular set of facts, and if disagreement arises, it is his privilege to appeal. 

Any statute (including the forms) that is required to cover such a vast 


field, including at the one end the simple finances of the salaried clerk—and 
even this may be complicated with his multiple individual rights and special 
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allowances and deductions—and at the other end the complicated intricacies 
and ramifications of our great companies, commercial, industrial and financial, 
which are both national and international in their scope, becomes complicated, 
for it covers or reflects the subject with which it deals. And, as I have made out, 
the subject with which this statute deals is indeed complex. 

So much has been said as background to the fact that from out these laws, 
applied to the people and their complicated and intricate affairs, there is taken 
annually approximately $1,300,000,000, in a nation of 12,000,000 people. You 
may find it difficult to improve the simplicity already attained. Needless to say, 
with great sincerity, I wish you every success in improving, clarifying and 
simplifying the law and the forms. I assure you that you will have every 
assistance that it is possible for me and my staff to give you. 

Any administrator or any business man is curtailed in his success by the 
bluntness of his instruments. He is enhanced in his success by their simplicity, 
directness and clarity. We seek the best tools possible under the law to administer 
the law and make it work as smoothly as possible. 

On the lowest level, namely a selfish level, we of the administration offer our 
assistance in the fulfillment to the highest degree possible of the objectives 
indicated in the motion—improvement, clarification and simplification of both 
the Act and the forms. 

I would not, however, wish to leave the closing thought on the lowest. level 
of selfishness. Rather, for the well-being of our nation, which is the highest 
level possible, let the laws be the closest to perfection that astute minds in con- 
cert are capable of producing. 

It is impossible to impose even the simplest income tax law in a country 
that is not educated. Income Tax is essentially an intelligent people’s law for 
the raising of revenue in an intelligent manner. 

Business forms are not simple. Business records are complicated. Honour- 
able Senators will realize that one form to reflect one year’s business and 
personal status of the nation’s activities and their individual rights is of 
necessity not a simple document. 

I will say nothing more as to background on the simplification of the law. 
That is a task which requires much study over many months. 

As to simplicity of the forms only, I might say more. They fall under two 
headings: multiple forms vs. single forms. 

By multiple forms is meant special forms for each class or character of 
business, which necessitates one sweeping-up form for all those activities that 
cannot be clearly classified. 

A single form is that form which everybody must use with the simple sub- 
divisions of a form for individuals and a form for corporations, although the 
individuals also might be, and have in fact, been subdivided by the Department 
of National Revenue into those having income of $3,000 and less than $1,500 
investment income, and those having income over $3,000. 

Hon. Mr. AspiTinge: Could not that be increased to $6,000? 


_ Mr. Exuiorr: I believe we are going to increase it over the whole range of 
income. 

Those with $3,000 or less have been given a simple form from which they can 
substantially pick off their tax liability from the table contained in the form. 

That same principle will be introduced this year in respect of the income 
Hee whatever source of all individuals. How successful that will be remains to 

e seen. 

Perhaps one factual experience might be mentioned. There was a great 
ery for simplification of forms for the use of farmers. Of this I was fully aware. 
Accordingly I called a meeting of representatives of the following organizations: 

Department of Agriculture. 

Family Herald and Weekly Star, representing farm papers. 
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Canadian Federation of Agriculture, both Ottawa and Toronto represent- 


~ atives. 


Co-operative Federee de Quebec 

Department of Agricultural Economics 

Ontario Agricultural College, Guelph 

And others, including members from my own staff, 

These gentlemen wrestled with the problem of a simplified form for farmers. 
They worked over a period of probably three months, having their meetings 
off and on, and they experienced considerable difficulty as their discussions 
developed. Finally they emerged with a new form. While the form in use had 
four pages, the proposed form had six. It was printed in proof form and 


distributed to a considerable number of persons in and out of the Government. 


Hon. Mr. ‘AseuTINE: Would that include the blue form and the eight pages? 
Mr. Exuiorr: Oh yes, it included the blue form also and would be eight 


_ ~pages. 


Those proofs I distributed brought reactions. Certain members said, “If 


_ you publish this thing and use it, why, it will be disastrous.” A similar state- 


ment, perhaps not quite so strong, was conveyed to me from many quarters. 
I regretted to have to tell the committee that had worked so diligently that 
while they had set out seriatim all the items for farmers, cattle dealers, 
grain men, mixed farmers, fruit farmers, or any other kind of farmer, the 


~ result was not acceptable. The form was never actually put into operation. 


That, I admit, is a discouraging example. We set out with high hopes, 
and persons in every form of farming activity aided us to the best of their 
ability, but the result was nil. 

I do not want to dishearten the members of this committee, for I know 
they are too strong willed to be set off their course, but I would suggest that 


we do not boast before the event. 


Hon. Mr. Vien: We shall have accomplished something even if wé find 
the forms cannot be simplified. 

Hon. Mr. Hata: Nobody would believe you. 

Mr. Exutorr: In other words, those who sit in a room and prepare a 
form may carry themselves by their discussions into a position of acceptance, 
but there remains the hard, practical acceptance in the operative world. That 


~ applies not only in this business but in the production of things for the 


a 


public. A thing may look good in the experimental stage, but when you get 
it into the hard, practical business world it just does not go down. 

Hon. Mr. Bencu: Would you say that a necessary prerequisite of drafting 
a simplified form be a redrafting of the mechanical provisions of the Act? 

Mr. Exuiorr: A very simple answer to that question is that the form 
is but the reflection of the law. Simplify your law and you will simplify 
your forms. 

I close my remarks on the simplification of the law in force by saying 
that you have our goodwill, you have the assurance of our utmost effort to 
assist you, and I have as high hopes as my knowledge will let me entertain, 
but I think it not inappropriate to indicate that we should not become too 
optimistic before the problem has been carefully considered. 


Some Hon. Senators: Hear, hear. 


Hon. Mr. Vien: Have the departmental officials worked on the simplifica- 
tion of both the law and the forms? Have they done anything that we can 


y proceed with? 
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Mr. Exuiort: We are always working along that line, in fact we really 
never abandon the idea of simplifying the forms. We did produce T-1 Special. 
That is the form for those with incomes of $3,000 and under, where they can 
put in details and pick off their tax liability. 
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We shall try to carry that same idea into the new form. Two years ago. j 
we issued a little pamphlet, which I think many people found useful. By _ 


referring to the schedule the taxpayer could pick out his tax with only one 
necessary percentage to add; that is, the tax would be so much up to, say, 
$6,000, or whatever the figure might be, and above $6,000 it would be 56 per 
cent. That table was the forerunner of the new form that we are going to 
issue if and when the budget is passed. 

One of the great complications is not in the form at all. It is to find 
out what your income is. People get annoyed about finding an answer to 
that question. The only visible thing in front of them that they can find 
fault with is the form. They carry their grievance into their daily conversa- 
tion and the Income Tax Division gets the impact. There is a whole profes- 
sional class earning, I hope, a good living in this and other countries by doing 
nothing else than helping individuals and corporations to determine their 
income. If that class can make ‘a living in that way it is not unreasonable 
to state that to crystallize their work down to a four-page form, and still 
keep it simple, is quite a task. I need not add that there will be some difficulties 
in accomplishing that. 

Hon. Mr. Bencu: Adverting to the point raised by Senator Vien, do you 
have any permanent establishment in your branch charged with the responsi- 
bility of making revisions of the Act as well as of the forms? 

Mr. Exuiorr: I think the answer is no. As forms come up they are dealt 
with in the light of our past experience. I doubt whether I would establish 
a department just to revise forms. True, we have many forms. The ones 
we are talking about are the principal forms known as T-Is and T-2s. A staff 
having nothing else than that to do would be relatively less busy than all the 
other people in our Department; and these are busy. 

Hon. Mr. Bencu: I am not thinking so much of forms as of improvement 


in the legislation itself. I gaimed the impression from what you have just said 


that the only time there is any scrutiny of the Act for the purpose of amending 
it is annually when the budget resolutions are being incorporated in the law. 

Mr. Exuiotr: That substantially is correct. What we do is this. The 
budget is passed, the bill incorporating the resolutions becomes a statute. The 
statute is passed out to the public to respond to as a law, and then we start to 
cet the reaction. If there are any suggestions for changes we have a special 
drawer in which we put all such suggestions or complaints. 

The CuatrMAN: Do you mean changes in the Act or in the forms? 


Mr. Exxutotrr: In the Act. We follow the same practice for the forms also. 
But the question is about the law. During the year we accumulate either the 
originals or copies of every complaint that comes in. Then when budget time 
comes around we survey all the complaints and suggestions. Any that are 
deemed worthy and desirable we draw out and submit them to the Finance 


Department to decide whether or not any of them shall be adopted. Substantially ~ ! 


the same thing, I think, takes place in the Finance Department. The officials 
there get letters and suggestions and at the end of the year they are brought 
into the joint budget discussions. 

The CuHarrman: Do you make recommendations in regard to these sug- 
gestions? 

Mr. Exuiorr: Yes, we make recommendations the same as the public do. 

Hon. Mr. Camppetu: It is the Finance Department that finally decides? 

Mr. Exutotr: Yes, because what is accepted has to be introduced as part 
of the budget. That is the duty of the Minister of Finance. 

Hon. Mr. Camppeti: Which Department actually draws the amendments? 


Mr. Exuiorr: In the early days I did most of the drafting myself, but in — 
the last two years it has been done by a drafting committee, made up of repre- — 
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sentatives of our Department, the Justice Department and the Finance Depart- 
ment. After the budget discussions determine just what is to go into the bill 
a memorandum of what is decided upon is passed over to this committee. The 
members of the committee draft what they believe fits the determined policy 
as evidenced by the memorandum received. Then it is subjected to a general 
scrutiny to see whether it does fit the intention of the Minister of Finance. If 
it does, that is the bill. Of course, all bills are submitted to the Justice Depart- 
ment for final approval. The policy is decided on, and it is crystallized in bill 
form. Then it goes to the Department of Justice. 

Hon. Mr. Bencu: There must annually come to your notice possible im- 
provements in the mechanics of assessment and collection of taxes which might 
not impinge upon the incidence of the tax itself. If such changes are suggested 
do they always receive consideration by the other Departments? 

Mr. Exuiorr: That has more to do with the administration of the Act, 
with which the Minister himself is charged. He has control and regulation 
of the Act, and he changes any of the mechanics. 

Hon. Mr. Bencuo: What about changes in the administrative features of 
the legislation itself? 

Mr. Exuiotr: Any legislation has to go before the House through the 
Minister of Finance. 

Hon. Mr. Hata: Suppose I file a statement with the Inspector of Income 
Tax at Winnipeg, what is the procedure before I receive final notice of its 
acceptance? 

Mr. Exuiorr: Our Montreal office, believing such question would be asked, 
set up a statement of just what happens to John Doe when he files his return. 
After I have tabled that I shall be glad to answer any questions. 

Hon. Mr. Bencu: Then you will deal with such matters as appeals? 

Mr. Exuiorr: I do not know just what you mean by appeals. I am going 
to give you a survey of what we are doing with them, but if you want to know 


4 _ how they work I will answer your question at the time. 
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The CuHarrMAN: Before we adjourn it might be worth while for the con- 
venience of those in attendance to decide whether we propose to sit this week 
after tomorrow. 

Hon. Mr. Hara: I think we should sit Friday. 

Hon. Mr. Vien: It is quite clear from the scope of the work that lies before 
us that between now and the end of the session we shall hardly be able to do 
more than what I may term spade work. 

Hon. Mr. Braurgecarp: If I could read the report of our proceedings over 
the week-end, I should be in a better position next week to ask questions based 
on what Mr. Elliott has already dealt with. 

Hon. Mr. Vien: It is most unlikely that Mr. Elliott will be able to conclude 

his presentation tomorrow. 

; Hon. Mr. Asettrne: The reporting staff will not be available on Friday 
because we have heavy sittings of the Divorce Committee. 

Hon. Mr. Vien: I am afraid it will not be possible to provide a daily report 
of the proceedings as the reporters have also to cover the Senate debates. I 
_ would suggest that if we are to carry on as we are doing now we should either 
relieve the reporters from other work or get outside assistance. 

The CuarrMAN: It is pretty difficult to get other reporters. 

Hon. Mr. Haia: I suggest that we adjourn until 11.80 tomorrow morning. 
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Hon. Mr. Campsett: Mr. Chairman, I understand that on Monday the 
Prime Minister of Great Britain may address both Houses of Parliament. I 
would therefore move that at the conclusion of our meeting to-morrow we adjourn 
until Tuesday morning. 

The CuairMAN: Is that motion satisfactory? 

Some Hon. Senators: Agreed. 


The committee adjourned until 11.30 tomorrow morning. 
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OTTAWA 
EDMOND CLOUTIER ° 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY .«* 


ORDER OF REFERENCE 


| (Batracts from Minutes of Proceedings of the Senate for October 24, 1945 ) 


- That a Special Committee of the Senate be appointed to examine Gate the 
provisions and workings of the Income War Tax Act and The Excess Profits 
Tax Act, 1940, and to formulate recommendations for the improvement, clari- 
fication and simplification of the methods of assessment and collection of taxes 
Bereunder and to report thereon; 


(2) That the said Committee be composed of the Honourable Senators 
A Pelee, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
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(3) That the said Committee shall have authority to send for persons, 
papers and records. 


‘ ; : L. C. MOYER, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


Tuurspay, 15th November, 1945. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 


Excess Profits Tax Act, 1940, and to formulate recommendations for the improve- 
ment, clarification and ‘simplification of the methods of assessment and collection 
of taxes thereunder, met this day at 11.30 a.m. 


Present: The Honourable W. D. Euler, P.C., Chairman, and the Honourable — 
Senators Aseltine, Beauregard, Buchanan, Campbell, Crerar, Haig, Hayden, — 


Hugessen, Lambert, Leger, McRae, Sinclair and Vien—14. 


In Attendance; The Official Reporters of the Senate; Mr. J. F. MacNeill, 
Law Clerk and Parliamentary Counsel of the Senate. 


Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National Revenue 2 


for Taxation, was recalled: 


The following Exhibits were filed: — 


4. Office Consolidation, October, 1944, The Excess Profits Tax Act, 1940. 
(Not printed.) 


5. Office Consolidation, October, 1944, The Income War Tax Act. (Not 
printed.) 
6. Revised Table of Tax Deductions. (Not printed.) 


At 12.45 p.m., the Committee adjourned until 10.30 a.m. tee: 20th 
November, instant. 


Attest: 
R. LAROSE, 
Clerk of the Committee 
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MINUTES OF EVIDENCE 


The Senate, 
Tuurspay, November 15, 1945. 


The Special Committee of the Senate to consider the Provisions and Work- 


_ ings of the Income War Tax Act, etc., resumed this day at 11.30 a.m. 


Hon. Mr. Euler in the Chair. 


The CHatrman: Gentlemen, we have a quorum, if you will come to order, 
please. There is no particular order of business but before we go on with the 
evidence of Mr. Elliott, I would like to ask the members of the Steering Com- 
mittee to remain after this meeting has adjourned. It may be that some honour- 
able senator would desire to bring up some business before we proceed with Mr. 
Elliott’s evidence. 

Hon. Mr. BucHanan: Last night reference was made by Senator Beauregard 
about having the printed proceedings available before we went ahead with the 
cross-examination. 

The CuarrMan: I am told by the officials that it will be ivceibie to have 
the proceedings from yesterday printed in less than a week, and it may take 
longer. 

Hon. Mr. BucHanan: That is my understanding. I just mentioned that so 
it will be cleared up, and it will be understood that the report will not be avail- 
able for a week. 

The CHAIRMAN: It is known now. I thought you were making the sugges- 
tion that we should not proceed with the questioning of Mr. Ellott until the 
proceedings were in the hands of the members. 

Hon. Mr. BucHanan: No. . 

Hon. Mr. Vien: Mr. Chairman, in that case if we are not going to have the 
proceedings for a week, can we not make some other arrangement to have a daily 


_ record distributed among the members of the Committee? 


The CHAIRMAN: This is a daily record. 

Hon. Mr. Vien: But if it is not distributed for ten or twelve days after it is 
taken down, it won’t be of much practical use. What I had in mind was, could 
not the reporters make some arrangement to increase their staff? 

The CuHarrMan: It is not the reporting; it is the printing. 

Hon. Mr. Vien: That is insuperable. They are short some sixty-five mem- 


| bers of their staff at the Printing Bureau. 


Before we proceed further I think we should amend the order of reference, 


as suggested by Mr. Fraser Elliott yesterday. I have last night considered very 


carefully two draft amendments that Mr. Elliott suggested. The second one, I 
believe, is broader in scope, and would probably serve better the purpose we have 
in mind. I move as follows:— 

That the order of reference of the Senate, dated October 24, 1945, to the 
Special Committee appointed to examine into ‘the Provisions and Workings of 
the Income Tax Act, be amended by adding, after the word “thereunder” the 
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following words: “‘and the Provisions of the said Act by redrafting them, if | 
necessary.” : 
The meaning is that we shall have power to redraft the Act if necessary. 
The CuHarrman: Do you propose that as a report to the Senate? | 4 
Hon. Mr. Vien: I think this Committee should report to the Senate the 
recommendation that the order of reference should be amended. Further, by © 
striking out the word “and” after the word “‘assesment” in the fourth line of the 
first paragraph thereof and substituting a comma in lieu thereof. 


Hon. Mr. Haic: Before you put that motion I would like time to : 
consider it. ; 


Hon. Mr. Vien: There is no particular rush. 

The CuHatrMAN: Are you making it as a motion now? 

Hon. Mr. Vien: Yes. 

The Cuarrman: It need not be disposed of now. } 

Hon. Mr. Haypen: Could we have a copy of the proposed amendment in 
the meantime? 


The CHarrMAN: I would suggest that a copy of the motion be supplied 
to each member. : 


Hon. Mr. Vien: If the Clerk will do that, I should be very glad. 


The Cuairman: Then it stands as a notice of motion to be discussed and 
adopted next week. 


Hon. Mr. Vien: That is all right. 
The CHAIRMAN: Is there any further discussion now? 


Hon. Mr. Viren: The amendment is to give the power to redraft the Act 
if necessary. 


Hon. Mr. Lucrr: Evidently that is the source of all our trouble. 
The CuarrmMan: Then we will continue with Mr. Elliott’s evidence. 


Mr. Exuiorr: Mr. Chairman and honourable senators, I shall deal this 
morning with tax deductions at the source. In order that you may have a 
picture of the development of that law, starting with the National Defence 
Tax, which was a low rate of tax, and in order that you may observe the 
time element of successive amendments, I am going to distribute among you 
what I might call a time schedule showing the bringing in of tax deductions at 
the source, and its successive stages. I would like to look at that with you 
for a moment before I start in on the general discussion. 


Hon. Mr. Haypren: By the way, before starting in on your general subject, 
is this the right time to get the figures in dollars of the amount of these tax 
deductions at the source for the various years? 


Mr. Exxiorr: It will come out in my remarks. I do not know if I have 


them by the years but I have them over the span. I could give them to you 
by years. 


Hon. Mr. Haypren: As long as we are going to get it in the course of your 
remarks, it will be quite all right. 


Mr. Exuiorr: It will come in. 


If honourable senators have the schedule before them, they will observe 
that it deals with tax deductions at the source under the heading of National 
Defence Tax, and a table on tax deductions. The letters N.D.T. in the left 
column mean National Defence Tax. The date of the Budget that first intro- 
duced deductions at source to Canada was June, 1940. The Budget resolutions 
and bill finally became law on the 7th of August and it became effective for 
public operation on the 1st of July, one week after the announcement in the 
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. Budget, and even before it became law in the technical sense. It was amended 
in 1941, but that is not of great importance because it was only a change 
in rates. 

Hon. Mr. Haypren: It was very important. 

Some Hon. Smnatrors: Oh, oh! 

Mr. Exuiorr: I accept the more dominant meaning of those words. I 
meant it was not important from an administrative sense; it gave me no 
concern administratively. 

Hon. Mr. Hate: We understood what you meant, but we had other feelings. 

Mr. Exxiorr: It is the more dominant meaning, and I agree with it. 

Then on the 28rd of June, 1942, the Budget was brought down and the 
bills arising therefrom were assented to on the Ist of August, and the law 
became operative on the Ist of September. Now that law was to do away 
with the National Defence Tax, which was a straight flat rate; substituted 
therefore was a table of tax deductions, which I hope honourable senators have 
seen. I fear that some of you who are not employers may not have seen that 
rather complicated table. It had to be brought into operation across Canada 
within two months and one week from the date of the Budget. I pause to state 
that while the Budget may have come down on June 28rd, when one puts 
out millions of documents, it is necessary to take care that they do not go 
out too soon because of possible amendments from the House. It might then 
be found that the documents were materially wrong. You are restrained; you 
are like the horse at the barrier ready and champing to go, but if you make 
a break too soon you are called back and your efforts are worthless. 

Hon, Mr. Crerar: Could we be furnished with a copy of that table of 
deductions? I have not seen them. 

Mr. Extiotr: Yes, we will get one. 

Hon. Mr. Haypen: Mr. Chairman, these various statements that are being 
referred to are not being tabulated in any way. We may ultimately have 
difficulty in referring back to them. 

Mr. Exuiorr: I thought they were tabulated. 

Mr. Cuarrman: No particular instructions were given as to marking them 
as exhibits. 

Hon. Mr. Haypen: The manuals were marked, but a number of schedules 
filed since have not been marked. 

Hon. Mr. Hate: I do not think you need give us a copy of that material, 
because most of us have it in our office. 

Mr. Exuiorr: Are you all employers? 

Hon. Mr. Hata: Yes, and unfortunately we know all about it. 

Hon. Mr. ASELTINE: Our employees interpret it for us. 

Mr. Exuiorr: It is news to me that you are all employers. I am happy 
to know that you all understand the table of tax deductions. 

Hon. Mr. Hate: We do not understand them, but somebody in our office 
does, or they would lose their job. We do not want to get caught by your 
Department. 

Mr. Exuiotr: That is a very interesting statement. If you do not deduct 
at the source in accordance with the law you become personally liable for that 
which you ought to have done and failed to do. There is a terrific penalty. 

The CHamrMAN: With regard to what Senator Hayden brought up, I 
suppose we should have a definite order in which these reports or statements 
are passed and preserve them in that order. I do not now know what they 
were, but you will be able to arrange that I presume. 
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Mr. Exuiorr: I will do it from the notes after we get them. However, 

T do recollect that we put in an exhibit and called it “A”. eee See 

The CHAIRMAN: Those were the books, but there has been nothing else 
since. | Be 

Hon. Mr. Haypen: Then about this Budget figure— 


* Mr. Exsiorr: I will straighten that out. There were only two. I gave 
the financial statement and then I gave this latter statement. You have spoken 
in time so that we will be able to knit up the threads and make a whole piece 
out of it. 3 

I was talking about the Budget, which came down in June, 1942, and was 
saying that the schedule had just two months and one week to get into operation 4 
in all parts of Canada. With the great volume to go out and the accompanying 
instructions I could not be sure what could be done until the bill had passed 
both Houses and received assent on the Ist of August. Therefore, it is not | 
altogether wrong to say that we were advised definitely on the Ist of August 
and we had to get it into operation in less than a month. That means not 
only crystallizing and finalizing our work, but you must envisage sending out 
material to the printers in various parts of Canada—some to Montreal, some | 
to Toronto—it was such a big job no one company could do it. Then after 4 
we got it back we had to distribute it in appropriate lots to the various employers, ~ E 
which involved a great deal of time. 

When I said yesterday that we worked nights, I was quite correct. - This 
is one instance in which we worked all night, more than one night, on getting — 
this new table of deductions into the hands of employers in time to make it 
work. It involved not only distribution to employers, but we had to have 
appropriate forms for indivduals to lodge with their employers. We were ~ | 
dealing with 2,500,000 or more people at that time. Of course they were - — 


not all taxpayers, but all employees had to file the appropriate form. | 
Now I could_repeat my remarks that in 1943 the table of tax deductions = 


was changed; applicable to pay periods commencing after 31st March, 1943; 
the first table had to take into consideration deductions for January, February, 
March of 1943, and was designed originally to deduct 90 per cent of the tax, 
after giving credit for National Defence Tax for the 8 months of 1942 (January 
to August) which we had already deducted under the National Defence Tax. 
The figure in the new table of tax deductions was designed to take 95 per 
cent of the exigible tax. Then in 1944 the savings portion was dropped. That 
is, 1t was dropped as of the 1st of July and the savings portion was cut in 
half for the whole of the year, so that if we dropped it out of the table of . 
tax deductions for half of the year, as we did by instructions to the employers, a 
that is the same as if we had not taken in more than half for the whole year. 
But that was an instruction rather than a reconstitution of the table. 


Now we come to 1945, the current year. The budget was introduced on 
the 12th of October and is now before the House. The new table is to come 
into operation on the Ist of January next year. This table will be rather 
strikingly different from prior tables, in that there are the family allowance z 
recoveries that must be made. So there will be a table of tax deductions that ~ 
should be deducted in respect of a person with dependents, and if he has 
accepted family allowances you have to go to another table and find out how 
much should be recovered in respect of each pay period and add that to the 
tax that is payable under the table of tax deductions itself, 


Hon. Mr. Lecrr: Many of those family allowance cheques are issued to 
the wife, the mother of the children. The husband is the breadwinner. Will 
the husband have to be charged with what was paid to his wife? 


e == 
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Mr. Exuiorr:. Even though the cheque be paid to a man’s wife, if in his 
income tax return he claims that he is the one who is supporting the children 
and he wants a deduction from his income tax on that account, that deduction 
must be reduced by the amount of Ny allowances that he receives through 
the hands of his wife. 

Hon. Mr. Lecer: That is not provided in the Act. 

Mr. Exutorr: All this legislation must come before the House in the 
course of the next few weeks. It is only in the resolution form now. I antici- 
pate with some certainty that the law will be properly framed to take care 
of that point. 

Hon. Mr. Camppetu: I suppose the family allowances will unavoidably 
make many complications in the calculation of taxes? 

Mr. Evuiorr: Yes. 

Hon. Mr. Camppetu: - Where there are a number of children in a family 
the allowance for each one is different depending upon age. 

Mr. Exuiorr: Yes. If a man has four children of different ages, he may 
get a different amount in respect of each one, but he gets an over-all amount 
for the four. Then if he claims relief from taxation for those four children, we 
will give him the relief provided under the Income Tax Act, but if he has 
received family allowances a certain percentage of those allowances will be 
deducted from the relief to which he is entitled under the Income Tax Act. 

Hon. Mr. Vien: That is fair and reasonable. 

Mr. Exuiotrr: It is very. fair. 

Hon; Mr. Camppeti: I was thinking of the additional work that your 
department must have in checking those things. It is quite tremendous? 

Mr. Evuiorr: I agree with that comment. But the law must in many 


ways take its course, not only im the ordinary meaning, but in the administrative 


field as well. 

Hon. Mr. Lampert: Have you had one period in which you can test the 
cost of the routine in connection with the family allowances? 

Mr. Evutiorr: This came in six months ago and we notified all employers 
that every employee who is in receipt of family allowances must file a state- 
ment to that effect with his employer and the employer has to deduct out of 


each pay that percentage of the family allowance that the employees declares 


he received. Take a man in a low wage group, receiving say $100 a month. 
We recover 10 per cent from him. An employee whose income is close to $3,000 
has to pay us back 80 per cent of the family allowance; and when an employee 
gets more than $3,000 we recover the whole of the family allowance. We said 
to the employers: ‘Heretofore you have been giving the employee his whole 
wage, less only the deductions required by the table of tax deductions. Now 
do not give him so much, because we want to recover that percentage of the 
family allowance payments that he has to refund.” We have had six months 
experience on that, but I ‘am unable to state with certainty how well it is 
working. 

Hon. Mr. Crerar: Isn’t the whole thing pretty cumbersome? 

Mr. Exxtiorr: No, I would not subscribe to that statement. 

Hon. Mr. Lampert: Have you any estimates of the additional cost of 
operating your branch due to the additional work caused by the family 
allowances? 

Mr. Exuiott: No; it is too early to be able to make an estimate yet. 

Hon. Mr. Haic: It only went into effect in July. 

Mr. Exuiorr: Yes. I said it went into effect six months ago, but I meant 
to say th'at it will have been in effect six months at the end of this year. The 
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principal cost is not a departmental cost. Don’t forget that there is a real 
burden on the people who have to conform to those laws. We refer to it tech- 
nically as the cost of compliance. All the employers who have to look after 
the making of these returns are part of our branch, but they do not get any pay 
from us. . 

Hon. Mr. Campsett: Is your department consulted when any amend- 
ments are being made to income tax statutes? 

Mr. Evuiotr: Yes. There is a fine liaison between us. 

Hon. Mr, Campsetu: It would seem to be impossible to get an accurate 
check on the ages of the children with respect to whom claims are made. 

Hon. Mr. Haic: The employer knows that the return he makes will be 
checked, and if that return is wrong he will have to pay up. . 

Hon. Mr. Vien: That would go to show that the procedure is cumber- 
some, as Senator Crerar said, for the employer at any rate. 

The CuatrMAN:. I would suggest that Mr. Elliott give his version. He 
has been asked a question. 

Mr. Exuiorr: The question, as I understand it, is if there is considerable 
difficulty in ascertaining the ages of children with respect to whom family 
allowances are paid. On a form that he files with his employer, the employee 
must declare his marital status, the number of children he has and whether or 
not he is receiving family allowances. The accuracy of that form depends in the 
first instance upon the honesty of the employee. I said yesterday that income 
tax law is an intelligent people’s law for imposing a tax on an educated people. 
I could have added ‘‘and an honest people.” If an employee is untruthful when 
making out his form he will have a temporary advantage by receiving in his 
pay envelope a larger sum than that to which he is entitled. But he must file 
an income tax return, because his income is shown on the form Y4 that we 
receive from his employer. The employer’s return specifies how much was - 
deducted from the employee and that information is segregated to that employee’s 
income tax return, and if there is any variation between the comparable figures 
we check up to see which are right. So if an employee lies when he files his 
form with his employer, he will be caught up with later on, and then two 
things will happen. He will be prosecuted for making a false return, and he will 
have to pay the tax that he temporarily escaped paying, plus a penalty. And 
that back tax plus penalty will have to be paid out of the income from which 
the then current year’s tax is being deducted at the source. So part of his last 
year’s tax will be added to his current year’s tax and he will have put himself 
in a difficult position. J am reasonably sure that the workmen of Canada have 
been well informed about these things through discussions in their own organiza- 
tions. Whatever the reason may be, the fact is that the system is functioning — 
very well, and, I believe, honestly. Referring to a comment by Senator Haig, 

I should not like to go so far as to say that if an employee lied when making his 
return to his employer, that the employer would be held liable. 

Hon. Mr. Hata: You could hold the employer liable. 

Mr. Exutorr: You cannot found a penalty ona fraud. 

Hon. Mr. Campse tu: Would it be impracticable to require taxpayers to file 
ae certificates for their children with respect to whom family allowances are 
paid’ 

Mr. Ex.iorr: We discussed that. You will find that in some parts of 
Canada birth certificates are rather difficult to get. To require them to be filed 
would simply mean imposing an added burden on some people who already 
find the income tax forms too difficult. 

Hon. Mr. Hata: But actually do you not check up on the ages of children? 

Mr. Exuiorr: I do not think that is a regular practice. 
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Hon. Mr. Hata: Your Manitoba Division does. 


Mr. Exxiorr: I would point out that there is rio general instruction to do 
that. Of course, if we find there is some discrepancy, we might check up. 

Hon. Mr. Hate: I know of one instance where the money was held up 
because the child was illegitimate. The information about the child could not 
have been obtained from any place other than a provincial department. 

Mr. Euiorr: We can cite some specific and incidental cases that we 
most interesting in themselves, but I most respectfully suggest, Senator Haig, 
that they are not germane to the great table of tax deductions from which we 
get a revenue of many millions. 

Hon. Mr. Vien: There is one question that is germane to the point we 
are now discussing. Would it be too inconvenient or difficult for the Department 
to make the necessary adjustments with respect to family allowances on the 
employee’s return? In that way the employer would be saved the trouble 
of checking up on the employee and finding out how much should be deducted 
at the source on account of any allowances that he is receiving. Would it 
be a good thing to require the employer to deduct at the source in accordance 
with the table of deductions and leave the family allowances computation 
to be made when the employvee’s return is being considered for assessment 
purposes? 

Mr. Exuiorr: I have no doubt that many plants used a table of deductions 
on which the necessary adjustments have been made for family allowances. 
The pay clerk will say to Tom, Dick or Harry: “How many children have 
you got and what are their ages?” Then he will make the necessary adjust- 
ments to the table of deductions, and that will be followed. 

Hon. Mr. Vien: Many business firms have no clerks qualified to prepare 
these tables. 


Mr. Euxiorr: If people have not sufficient elementary knowledge to run 
this thing, it does not run. That is all there it to it. I have no. doubt that 
in the hinterland there are people, some of them possibly employers, to whom 
a table of tax deductions would not be intelligible. For them to be confronted 
with a document of this kind would be worse than meeting a bear in the woods. 


Hon. Mr. Vien: The thing is bewildering. 


Mr. Exuxiorr: If people are not sufficiently educated to carry out the law, 
we must raise the standard of education as and when we can, and put up with 
the difficulties in the meantime. 


Hon. Mr. Vien: When you receive an employee’s return you have to check 
it with the return received from the employer. Is your work facilitated by 
the fact that deductions for family allowances have been made at the source, 
or would it not be simpler to check payments for family allowances with 
deductions claimed by the taxpayer in his income tax return? 

Mr. Exuiorr: There would be trouble if we did not deduct on the pay-as- 
you-go plan. The individual would receive those family allowance payments, but 
the return would come in to us in due course and he would have to pay that 
income tax which is required to be paid after he has been given credit for his 
children. If the suggestion were adopted this is what would happen. This 
person declares on his income tax return how much money he had received for 
his children, and then at the turn of the year he has to pay it all back in one 
lump sum. Then the combined amount to be collected at the source is so great 
that we are apprehensive he would not be able to pay it. In other words, we 
would be putting him in the position of a debtor—all due to the fact that. if 
you do not pay as you go, human nature being what it is, you spend as you get 
and you have not the money to pay the tax. That is a most undesirable feature 
to let arise in our national affairs, and we try to stop it. 
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Hon. Mr. Vien: In other words, the system as it is to-day makes the Act — 4 


more workable, and is the basis which people who are rational and anxious to oe 


pay their debts desire. 

Mr. Exuiorr: They feel it is the best working system. 

The CHAIRMAN: You are less apt to lose revenue this way. 

Mr. Exuiorr: We are less likely to lose revenue because those people 
can pay better as they go, and it is less likely to disturb them and put them 
into great difficulties. 

The CuatrMAN: They would have to pay it back and would find it difficult 
to furnish the money. 

Mr. Evuiotr: Yes. 

Hon. Mr. Campsetu: Would it not simplify the work of the Department 
if you took an average amount for children’s allowances? For taxation purposes 
suppose you took an average of $5 instead of the exact amount received for 
each child? 

Mr. Exuiorr: I seize upon the word “average.” What is the average of this 
family that has four children, and that family that has nine children, when the 
amounts that they get vary with the number and age of the children? That is 
hard to say. So the problem as we see it has to be dealt with in this way: How 
much did you get for these dependent children? And having regard to the 
range of income in which you are, that percentage must be paid back through 
deduction at the source. You can sit at a table and get your pencil out and 
work at the question in various ways. It is fascinating and interesting, and a 
little confounding at times because you get going full steam ahead with what 
you think is a splendid plan, then you find it won’t work out in practice, and 
so you forget it. By trial and error and effort we arrived at this plan and we 
are trying to make it work. 

Hon. Mr. Haypren: There is no trial and error in deducting actual figures. 

Mr. Exuiotr: That is true; and that is what we are doing, deducting 
actual figures. 

I should like to deal with something that I have written on this subject of 
tax deduction at the source. It is not to my satisfaction, but circumstances did 
not permit me to put it in to final form. You will notice some repetition, and I 
only read it because I want to preserve some continuity in my remarks. 

As I have stated, this time schedule, if I may so call it, will show all these 
major activities had to be put into operation within a little over a month. 

Deduction at the source under national defence tax at a low flat rate for 
two years served as a good training period for the major operation of introdu- 
cing the table of tax deductions, whereby we take 95 per cent of the tax at 
the source. 


As a fact we found the introduction of the National Defence Act, because 
it was entirely new to our people, about as difficult as the introduction of the 
table of tax deductions. The employers of Canada could hardly realize that they 
had become in effect an administrative arm of the Government on the revenue 
side. The name of the tax—national defence tax—brought on during the war 
had a great psychological effect. However, having been drawn into the system 
of deduction at the source, the foundation was laid for the introduction of the 
pay-as-you-earn plan, whereby 95 per cent of the tax exigible in resepect of 
wages and salaries was secured at the source. Sometimes we secured more than 
Y5 per cent, sometimes less. There were many incidents in the period of work 
and other features that developed. 

_These new laws were introduced when our staff was performing its normal 
duties, and while we endeavoured to get additional employees, they were un- 
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trained, and this work had to be done substantially by our normal continuing 
staff for a long period of time. ea 

I would ask the committee to try and visualize the difficulty of introducing 
to the pay-roll clerks of Canada a revenue law which, if they failed to comply 
with it, rendered the employer personally liable for the tax. 

That is your point, Senator Haig. 

Hon. Mr. Hata: - Yes. 


Mr. Exutorr: This was not too bad during the national defence tax period 
of two years, but it became a matter of concern when the 90 per cent deduction 


feature was first introduced. 


I can assure the committee that many nights were spent—and often we 
worked throughout the night—at these peak periods getting this work into oper- 
ation. 

Over 2,500,000 employees had to be served. We issued 8,000,000 forms 
for their use. They were employed by over 140,000 employers. That number 
of forms was a little excessive because there was quite a wastage at that time. 
They bandied them around, used them in their clubs, and so on, but we had 
to make sure that there were enough forms for them to play with, swear at 
and work on. 

The newspapers were used to advertise the requirements, and I should like 
to say, having mentioned the newspapers, that so far as the Taxation Division 
of the Department of National Revenue is concerned, the newspapers gave us 
remarkable assistance, and they did not receive a great deal of advertising. I 
will give the figures if any senator wants them. 

Hon. Mr. BucHANAN: Hear, hear. 


Mr. Eviiorr: It may have had some news value because it was new, and, 
further, the people were concerned; but nevertheless in a patriotic endeavour 
by way of assisting the national revenue the newspapers played an important 
part in the introduction of these new laws. My inspectors across Canada have 
written me on a number of occasions on this very feature, and I would be remiss 
if I did not mention it at this time in dealing with this historical subject. 

There have been two tables of tax deductions. The first was designed to 
take 90 per cent of the tax at the source, after giving credit for the national 
defence tax that had in the same year been previously deducted; the second 
table took 95 per cent. 

Having regard to the high rates of taxation, employees observed the effect 
of working overtime in getting into a higher bracket, and they complained. 


‘There was a certain amount of absenteeism because the employees felt that if 


they worked another day they would bring their weekly pay into a higher 
bracket. Employers also complained of this. The situation at one time was 
very tense. 

_ The table of 1948 really put us on the pay-as-you-earn plan, which was the 
objective aimed at; but full deduction at the source raised a number of problems 
in respect of which adjustments had to be made in some cases, and nothing 
could be done in other cases. 

A list of some of the special considerations is as follows: 

1. Overtime and absenteeism; 

2. Refunds, particularly those due non-taxable persons; 

5. Casual or temporary employees, ie. students, part-time workers, 
housewives employed for short periods in canning factories, etc. 


4. Farmers who were required to deduct from their part-time labourers, 


and also from their full-time labourers who were supplied with board and 
lodging which had to be valued; 


~ 
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5. Special groups, such as coal miners, stevedores, winter bush workers, 
railway employees, merchant seamen, harvesters from the United States, ete. 
6. School teachers who were paid on a 10-month basis. 
The table did not fit a 10-month period. 
7. The armed forces, had to have special tax tables. ~ 

These tables were different than those for civilians. 

These problems did not all arise at once, nor do we hold out that they 
have all been satisfactorily solved, but substantially that is so. 

Of these special features, those that had the greatest public criticism and 
attention were perhaps overtime and absenteeism. These problems became so 
insistent that I felt I must come to grips with them and so of my own volition 
I invited the following gentlemen to come to my office as representing the organi- 
zations indicated :— 

Mr. A. R. Mosher, Canadian Congress of Labour. 

Mr. P. R. Bengough, Mr. J. A. Sullivan, Trades and Labour Congress of 
Canada. 

Mr. H. R. Gifford, Mr. Hugh Macdonnell, Canadian Manufacturers 
Association. | 

Mr. G. E. Carpenter. 

Mr. R. Complin. 

Mr. H. C. Hayes, Canadian Chamber of Commerce. 

Mr. D. L. Morrell. 

Mr. R. Sharwood. 

Mr. C. W. Foster, Department of Labour. 

Mr. C. F. Needham. 

Mr. H. F. Caloren. 

Mr. J. C. Fogo, Department of Munitions and Supply. 

Mr. Neil McLean, Wartime Prices and Trade Board. 

Dr. A. K. Eaton, Department of Finance. 

Wir Je tle Perry. 


Along with those gentlemen were some of my own officials. 


When it became known that this meeting had been called, I was informed 
that I had made a mistake, that I could not expect harmony from labour and 
management, and I am free to confess that I had a tremor of apprehension 
myself, for the times were tense. I was told in effect that I was asking the 
lion and the lamb to die down together. Indeed I told the meeting that very 
thought when the gentlemen I have mentioned foregathered in my room. I 
also told them that I did not know which was the lion and which the lamb, 
but I felt that a great national purpose was to be served in wartime, and that 
I was sure that if a complete understanding of the matter were had, after 
complete freedom of discussion, the problem would be aided and all matters 
rationalized to the mutual advantage of all concerned, and to the advance- 
ment of the nation as a whole. 

These gentlemen came to my office on the 30th of November, 1943, and 
I propose now to read a few of my opening remarks taken from the shorthand 
minutes. 

I think it appropriate to read these minutes because you must envisage 
that these were the peak times when the maximum trouble was before us. These 
are extracts from shorthand minutes of a conference with employers and labour 
on November 30, 1943. I should explain that these shorthand minutes are not 
ee ; ee report, but they cover the main points. I addressed the meeting 
as follows:— 


This law that we are dealing with came into effect, on the 1st August, 
1942. One month thereafter it was required that deduction at the source 
be entered upon, and therefore there were many employers in Canada 
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who had to be supplied with forms—I would indicate that perhaps there 
were one hundred thousand employers in Canada, or more—and instruc- 
tions to impose, collect and remit to the Crown the appropriate taxes in 
accordance with the law. | 

That all had to be done within the month. Then we had to supply 
the ferms and take care of the public that had to pay the tax. Due to 
the change in exemption, there were over two million of these. We are 
not only thinking here in terms of taxable persons—there were also non- 
taxable persons. The law applied to all workers. They had to get their 
documents before the end of the month and lodge them with their 
employers, showing their marital status, dependents, and personal savings. 

We are not a country that is used to tax, nor used to declaring all 
those private things to our employers. The employees had to adjust 
their mind quickly to making these declarations to their employers. 

We also had to instruct our staff across Canada, and they had to 
get complete instructions and to be so familiar with them that they 
could appear to know all the answers to all the problems, and in my 
judgment they did a remarkably good job. 


You must certainly so instruct your officers in the field that they can 
speak with reasonable assurance and spread a sense of confidence among those 
whom they address. 

It is not to be wondered at that there was some confusion when, 
one month after the law was passed, it had to go into force all across 
Canada. é 

We shipped carloads of forms and instructions, which had to be 
very clear. 

When I look back at the way that this was introduced to the people, 
I am surprised that there was not more confusion. 

With that beginning in a forceful, intense manner, we now have 

the experience of fourteen months. 


In other words, this meeting gathered fourteen months from the time this 
deduction-from-source plan started. 

Much has happened since. But I do want to get across my first 
point—the intensity, the short time, and the magnitude of the Job. 

Only perhaps another fourteen months prior to that, this Division 
was dealing with 300,000 taxpayers. That number shifted to two million 
and a good many thousands more. 

The internal documents that had to be prepared I can only indicate 
to you. We handled 17,000,000 internal documents. We handled for the 
public 28,000,000 documents. Adding those together, 35,000,000 docu- 
ments, you begin to catch the internal necessity and the external require- 
ments. You realize the vital thing with which we are dealing after 
fourteen months’ growth. We have had the general public’s co-operation. 
Between us I think the matter has not been too badly managed. 

We were understaffed, but the staff we had was able to organize and 
shove the necessary documents to the people. 

We have never made a major error,“we have never recalled a form, 
except the special Form T.D.20A. But this served well a short time 
purpose. 

I would like to point out that this law, collecting 95 per cent of a 
tremendous upswing in tax, and a 100 per cent upswing for people who 
were never in the tax range before, naturally brought a good deal of 
money into our hands by way of deduction at the source that we did not 
wholly own. There was a great deal of complaint about this, as we swept 
into the ambit of the tax a lot of people who were not taxable. So there 
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was a great cry for refunds. That was when we “issued, that fora 
T.D.20A that I mentioned before. In the refunds, there were only four 
errors. We had issued double refunds to four people. 


— 
a 
me 


I have a side note that we have issued more double refunds, but they are _ 


still within the range of something insignificant, and that figure of four is not 
out of place. But we do make errors. Thank heaven for that! 

When we published this table of tax deductions and put it across 
Canada we tried to impress upon all employers that the funds were trust 
funds that they were gathering, that these moneys had to be remitted to 
us speedily, that it was inappropriate that trust funds should remain in 
anybody’s hands as a kind of ready fund upon which they could draw 
to finance an emergency within their own business. I am happy to say 
that this has been very substantially adhered to and we have had a 
minimum of trouble. The trouble we have had with some people is their 
not making deductions at the source. 

In the development of the system other difficulties arose. One of 
these was the students who were asked to work during the summer. They 
would not be taxable. So we passed an Order exempting students. 

Then the grain in the West had to be harvested, and we exempted 
three or four thousand men who came from the United States, so that 
there would be no deduction at the source in respect of their pay. 


We must remember the background of their own rather easier law. 


Our law gave a special exemption to men in the armed forces, and 
while we applied deduction at the source to the men in the forces who 
were taxable, we had to apply a special table of tax deduction to them. 

Then we had seamen awaiting assignment to various ships, and were 
employed in the meantime. We exempted them because they only 
worked a short time and then went to sea. 

These are not exemptions from tax, but exemptions from deductions 
at the source. All persons continued to be fully liable for their tax on 
the old system. At the end of the year they file their returns and pay 
their tax. 


We come now to certain special procedures:— 

1. The Railways. They asked for substantially the percentage system 
of deduction at the source, and this was granted. The C.P.R. asked for 
it because of their system of machines. 

The percentage system is slightly different from the table of tax deductions. 

2. Coal Miners. We decided that the best thing to do was to give 
every incentive for production of coal. 

Honourable senators will remember that coal was a dominant thought in 
the minds of our people. 


We set out a table for tax deductions in respect af the miners. It 
was a percentage table. Although we gave the plan to the whole industry, 
only 50 per cent accepted the plan after consulting their employees. The 
other 50 percent said they would rather go to the table of tax deductions. 


Fifty per cent showed good judgment; they did not want to have easy 


payment at source and hard payment next year. The other 50 per cent no doubt | 


had individual reasons for taking the offer of the percentage table. 


3. Men going into the bush for the winter to cut timber and fuel wood. 
We established a method whereby there was a wage below -which no 
deduction was made, and then a percentage was deducted. Some base 
metal companies felt ‘that this should be given to them. 
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4. Stevedores. The sporadic manner in which they work required a 
special plan. We agreed to a basic wage per week in respect of which the 
table of tax deductions would function. This plan is working remarkably 
well. 


Those of you who are on the coast know the enormous fluctuations in the 
earnings of stevedores. For example, a ship comes in today with a big cargo; 
then none comes in tomorrow nor the next day. 

Hon. Mr. Haypern: Is that a basic weekly wage? 


Mr. Evutorr: Yes. 


Those are all the departures by way of exemption or modification 
of the tax deduction plan as put out originally. 

I should lke to comment on the advisability of modifying deduction 
at the source, meaning not deducting so much. 

There are two points involved there. First, the tax must be paid: and, 
if you don’t pay it on the pay-as-you-go plan it must be paid the following 
year. The pay-as-you-go plan is used universally not only in Canada 
but in the United States, England, Australia, and other countries where 
there is an income tax. In fact, I might say the income tax is common 
the world over. Otherwise, if the tax is not paid as you go, and if you 
have any ill luck that causes you to go behind, you then become a 
constant debtor. It is therefore a cardinal principle that we should have 
the pay-as-you-go plan for the benefit of everybody—the Crown, the 
employer and the employee. We should as nearly as possible collect 

taxes aS we go. 

Hon. Mr. Davies: May I be permitted to ask a question? 

The CHAIRMAN: Certainly. 

Hon. Mr. Davirs: Do farmers make any deductions at source? 

Mr. Exuiorr: Yes, but I do not wish to be too blunt— 

Hon. Mr. Haypen: They are required to. 

Hon. Mr. ASELTINE: Just some of them do. 

Mr. Exuiorr: The law requires them to make deductions at source. 

I shall now return to this important meeting that was called in my office 
in November, 1943. We discussed the matter all day, and I will now give you 
the conclusions we came to at the end of that day. 

Hon. Mr. Vien: Were they unanimous? 


Mr. Exuiorr: Yes, absolutely. I am glad you brought that point up, be- 
cause there was absolute unanimity. 

Hon: Mr. Hata: We should send you to Windsor. 

Mr. Exuiotr: Oh no, I have got trouble enough. 


These were our conclusions: 


1. The deduction at the source of the substantial part of income tax 
on a pay-as-you-earn basis should be continued. 

2. The present method of tax deductions is satisfactory except for 
border-line cases and, although both the percentage system and the 
average method were discussed, no recommendations were made for the 
adoption of any other general method. 

3. It would be unwise to introduce multiple methods of tax deduction 
for general use. One basic system should be adhered to although no 
serious objection was expressed to emergency plans for particular indus- 
tries or special circumstances. 
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4, Some flexibility might be introduced by permitting employers to 
make refunds, or cease deductions, upon application on prescribed forms 
by employees who commenced employment some time after the beginning 
of the year or who had prolonged sickness. It was generally understood 
that this relief would be restricted to non-taxable employees. “ 


5. There is a general acceptance of the present method of tax deduc- 
tions. The overtime problem is diminishing and many of the objections 
have been overcome. ‘The situation will again improve with profitable 
curtailment of overtime and the issue of refundable certificates. 


Those were our conclusions. s 


In order to permit the gentlemen who atterded the meeting to have a 
complete picture, I respectfully requested my then Minister, the Hon. Colin 
Gibson, because of the preponderance of convenience to members, to come to 
my office that I might make a report to him of the day’s work before-the persons 
present.. The report was made by me verbally to the Minister in the presence of 
those who attended the meeting. | 

I am happy to say that that was not only an important meeting, but what- — 
ever those gentlemen did when they left my office, the effect has been a very 
marked decrease in misunderstanding and complaints. In other words, they 
were invited to come because of the major complaints that I know were abroad 
in the country. When they came, they sat about my table and there was no 
particular formality. I said to them, “Now gentlemen, we want to diseuss 
the difficulties with which all of us are faced. I have no plans for this meet- 
ing. I just want to discuss matters with you, and I suggest we organize our- 
selves as soon as possible; that the organization on this-side—let us say the 
Canadian Manufacturers’ Association—tell us all your troubles and com- 
plaints and I will take them down. I will then read back to you what I have 
put down.” I wrote down each complain and each proposal. Of course there 
was much duplication of complaint. I asked them not to restrain themselves 
in making their complaints even though they had been made before. I wanted 
to hear everything that was in their minds. The meeting was then adjourned 
for one hour, I wrote out an agenda and said, “There is our agenda, what we 
are going to discuss.” My recollection is that the agenda had about twelve 
items on it. This committee will be interested to know that one of those sub- 
jects was the simplification of forms. From then on we discussed each sub- 
ject thoroughly, and everybody had the privilege of speaking as often as he 
liked and to say whatever he wished. . 

The meeting had a very clarifying effect. Labour and management had 
a better understanding of the table of tax deductions and the necessity for its 
successful operation. At the conclusion of the meeting these gentlemen went 
away feeling that they had had a worthwhile conversation. Whatever they 
did afterwards there was a distinct and marked decline in the complaints 
received at our Division from across Canada. I pay tribute to those men for 
coming and discussing fully, freely and frankly such problems as they had. 

Hon. Mr. Bucuanan: I think we should pay tribute to you for having 
the good sense of calling such a meeting. a 

Some Hon. Senators: Hear, hear. 

Mr. Exutiorr: I shall now go on with my notes. I am sure it was a com- 
bination of determination to stand behind the national war effort in the secur-— 
ing of revenue, as well as informing the people that a survey had been made 
and in the final analysis things as they were should be made to work, and they _ 
did work. 

I think it altogether appropriate however the matter should be reviewed 
again in the light of the greater experience we have had and also in the light 
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- of peace-time considerations. It is therefore a happy circumstance that this 
- committee has undertaken to examine the workings of the Income Tax admin- 


istration, and I suggest that they examine this feature in particular. 

On the statement distributed among you I have given you some few 
statistics showing among other things that we have collected $1,600,000,000 at the 
source, through the hands of employers. We might expect some loss of rev- 
enue by employers having deducted at the source and failing to remit to the 
Crown. I am pleased to say that out of the collections made the Crown 
received 99-99 per cent. While this is largely due to the honesty of employ- 
ers, it is also due to the aggresive action of this Division in its follow-up 
system. 

Hon. Mr. Haypen: That was also partly due to your extra staff, the 
extramural staff. 


Mr. Exuiorr: I always welcome extra staff, but I was thinking it was 
partly to the continuing staff. 

Hon. Mr. Haypren: I said extramural staff. 

Mr. Exuiorr: Oh, yes, I most heartily agree. 

Hon. Mr. Asreitine: You had some prosecutions in Saskatchewan, I 
understand. 


Mr. Evutiorr: We did have prosecutions in various parts of Canada from 
time to time. I am happy to say there were very few. I do not know why 
there is so little fraud in this field, but I do believe there is something inherent 


in our people to see that taxes must be paid, and to pay them. There is of 


course a fringe of people, relatively small, that do not conform to that point 
of view. 

Hon. Mr. Hatc: They are pretty well on the border line. 

Mr. Ex.iorr: Pretty well on the border line. 


Hon. Mr. McRaz: Mr. Elliott, could you give us a rough estimate of 
how many refundable cases there were? 

Mr. Exiiotr: J am going to have a full paper on the refundable por- 
tion, Senator McRae, and I will deal with that question. I can say now it is 
over a million. 

Hon. Mr. BucHanan: Mr. Elliott, on that last discussed item of 1945 
budget, you placed the effective date for operation as the Ist of January. Are 
not deductions being made at the new rate now?? 

Hon. Mr. Haypren: Yes. 

Mr. Exuiorr: I was speaking of the table of tax deductions No. 3 that 
goes to the Ist of January; you are still on table No. 2, which will continue 
up to the end of this year, with the modification that when the House of 
Commons tables that order in council for the 16 per cent relief— 

Hon. Mr. Haic: It is from the middle of October. 

Mr. Exxiorr: Yes, but that is only relief from the existing table of tax 
deductions. I am saying that on the 1st of January the new table of tax 
deductions will come into force, and we have to get the material ready to be 
on time. We have to get it a little earlier because there is going to be a little 
confusion about the co-relation of family allowance recoveries and the table 


of tax deductions. You have to get the pay-roll clerks and acquaint them with 


the requirements of new forms. 
Hon. Mr. Haig: Mr. Chairman, I suggest we adjourn. 
The CuairMANn: Is this a good time to adjourn, Mr. Elliott? 
‘Mr. Exuiort: Yes, I think so. 
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Hon. Mr. Vien: May I ask just one question? In respect of that deduction _ 
and modification in the resolution now before the House, instead of saying that 
the tax payable next year will be reduced by 16 per cent, would it not have 
been more simple and more easily understood and calculated to have said the 


- tax next year will be a certain percentage of your revenue? It would have 


overcome the difficulty of calculating the amount of the present schedule of 
taxation, then deducting 4 per cent or 16 per cent. Would it not have simplified 
the procedure to have simply said the tax was so much, and the tax now will 
be so much? . 

Mr. Exssorr: Well to do that, Senator Vien, you have to set up a whole 
new structure to say that the tax will be so much; it involves setting up a new 
graduated rate of taxation. Under those circumstances, we would have to 
revamp substantial sections of our existing law. . 

Hon. Mr. Vien: The taxpayer must make certain calculations for himself. 

Mr. Exuiorr: I will answer the question in three ways. First, to follow 
your suggestion would have required a major operation on the provisions of the 
present schedule of rates in the existing law. For reasons which I will not go 
into it was deemed unwise in the national interest to do that. The next question 
is how to give the taxpayer some relief. It was finally decided to calculate the 
tax and then take off 4 per cent for 1945 and 16 per cent, for 1946, and— 

Hon. Mr. Haig: Mr. Chairman, I move we adjourn. 

Mr. Exuiorr: I think I should stop there. 

Hon. Mr. Hata: Pardon me, I thought you were through. 


Hon. Mr. Campseiu: I move that we adjourn until Tuesday morning at 
10.30. 


The committee adjourned until Tuesday, November 20th, at 10.30 a.m. 
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| of the 


SPECIAL COMMITTEE 


Appointed to examine into the provisions and workings of the Income 


War Tax Act and The Excess Profits Tax Act 1940, and to formulate 


recommendations for the improvement, clarification and simpli- 
fication of the methods of assessment and collection of taxes 
thereunder and to report thereon. 


No. 3 
TUESDAY, 20th NOVEMBER, 1945 


The Honourable W. D. EULER, P.C. 
Chairman 


WITNESS: 


Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National Revenue 


10. 


for Taxation. 


EXHIBITS: 


. Memorandum to Inspectors of Income Tax re Discretionary Powers 


of the Minister. 
Succession Duty Statistics. 


. Four Charts, as follows :— 


(a) Organization Chart, Head Office, Department of National 
Revenue, Taxation Division; 

(b) Synopsis of Duties of Positions referred to in the Organization 
Chart; 

(c) Organization Chart of a Typical District Office, Department of 
National Revenue, Taxation Division; 

(d) Description of Income Tax Districts. 

(These Charts not printed) 

Memorandum prepared by the office of the Inspector of Income Tax 

at Montreal, 9th November, 1945, intituled: “John Doe a taxpayer 

and his company.” (Not printed) 


OTTAWA 
EDMOND CLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1945 


ORDER OF REFERENCE 
(Extracts from Minutes of Proceedings of the Senate for October 24, 1945) 


That a Special Committee of the Senate be appointed to examine into the 
provisions and workings of the Income War Tax Act and The Excess Profits 
Tax Act, 1940, and to formulate recommendations for the improvement, clari- 
fication and simplification of the methods of assessment and collection of taxes 
thereunder and to report thereon; 


(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; 


(3) That the said Committee shall have authority to send for persons, 
papers and records. 
ATTEST: 


L. C. MOYER, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 
Turspay, 20th November, 1945. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the improve- 
ment, clarification and simplification of the methods of assessment and collection 
of taxes thereunder, met this day at 10.30 a.m. 

Present:—The Honourable W. D. Euler, P.C., Chairman, and the Honour- 
able Senators Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Farris, 
Haig, Hayden, Lambert, Léger, McRae, Robertson, Sinclair and Vien—16. 

In attendance: 

The Official Reporters of the Senate. 


Mr. J. P. MacNeill, Law Clerk and Parliamentary Counsel of the 
Senate. 


Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National Revenue 
for Taxation, was recalled. 
The following Exhibit was fyled: 
7. Memorandum to Inspectors of Income Tax re Descretionary Powers 
of the Minister. 
At 1 p.m., the Committee adjourned until 8 p.m., this day. 
At 8 p.m., the Committee resumed. 
Mr. C. Fraser Elliott, C.M.G., K.C., was recalled. 


The following Exhibits were fyled: 
8. Succession Duty Statistics. 
9. Four Charts, as follows:— 
(a) Organization Chart, Head Office, Department of National Rev- 
enue, Taxation Division; 
(b) Synopsis of Duties of Positions referred to in the Organization 
Chart; 
(c) Organization Chart of a Typical District Office, Department 
of National Revenue, Taxation Division; 
(d) Description of Income Tax Districts. (These Charts not 
printed) 
10. Memorandum prepared by the office of the Inspector of Income 
Tax at Montreal, 9th November, 1945, intituled: “John Doe a 
taxpayer and his new company.” (Not printed) 
_ On Motion, it was ordered that the name of the Honourable Senator Bench 
be added to the list of members composing the Steering Committee on Agenda. 
At 9.15 pm., the Committee adjourned until 8 p.m., Wednesday, 21st 
November, instant. 


ATTEST: 
R. LAROSE, 


Clerk of the Committee. 
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MINUTES OF EVIDENCE 


THE SENATE 


Turspay, November 20, 1945. 


The Special Committee of the Senate to consider the Provisions and Work- 
ings of the Income War Tax Act, etc., resumed this day at 10.30 a.m. 
Hon. Mr. Ever in the Chair. 


The CHatrMan: ‘Gentlemen, please come to order. I think at the outset 
I should congratulate those who are responsible for getting out the printed 
reports of the proceedings of last Wednesday. I think they have done very well 
and I hope in the future they will get the proceedings out as soon as possible. 

There was a notice of motion by Senator Vien with regard to enlarging 
the powers of the Committee. 

Hon. Mr. Hare: I do not think you need deal with that this morning. 

The CHarrMAN: It has to go to the House as soon as possible. However, 
the honourable senator will probably be in a little later and if there is nothing 
else to be considered now, we will proceed with the evidence of Mr. Elliott. 

Mr. Exuiort: Mr. Chairman, honourable senators, I think the last subject 
matter with which I dealt was the deduction at the source. After giving certain 
data in respect of that law, telling you how it worked and some of the difficulties 
we had, and the manner in which we overcame them, the next subject that 
follows out of that is the number of refunds occasioned. 

The refunds that are occasioned by persons paying their tax and overpaying 
it by their own hand, is so small that it is not worthy of mention at this time. 
The question of refunds has become one of the major factors in the. adminis- 
tration of the income tax laws. It is of course desirable to take from the tax- 
payer always less than he has to pay, but by reason of the deduction at the source 
being based on the 95 per cent of the total tax payable, it is inevitable that over 
deductions will result in a substantial number of cases. For instance, if any 
individual has tax deductions made for a seven-month period and then he dies, 
there is a refund; or, if he has deductions made as a single person and then 
marries in the latter part of the year, he is taxed as if he were married for the 
whole year, and there has been an over deduction in a case such as that. 

Hon. Mr. Lecer: In those cases you calculate the tax for the whole year 
instead of a fraction of the year as a single man and the balance as a married 
man. 

Mr. Exuiorr: That is right, we calculate the tax as if the man had been 
married all year. If for nine months he was single then he is ‘deducted at the 
source at the rate applicable to a single person; and he is married in the tenth 
month, he is regarded for tax purposes as if he had been married the whole 
year. However the mechanics of these deductions at the source operated for 
nine months as if he had been single. 

The Cuarrman: Do they operate in reverse, that is to say if a married 
man becomes single or becomes a widower? 

Mr. Exutorr: That is correct, if he were a married man for two months 
and became a widower, there would be an adjustment of the mechanics at 
the source, because he would be obliged to fill in a new form with his employer. 

The CuatrMaAN: Do you regard him as a single man for the whole year? 
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Mr. Euurorr: No, he is married for the whole year. I am incorrect in 
that previous statement. He is married for the whole year and the tax is taken 
off as if he were married for the whole year. | 

Hon. Mr. Hata: But the reverse is true in cases of children who become 
over eighteen or twenty-one or whatever the age is. 

Hon. Mr. AssutTIne: No. 


Mr. Exuiorr: No, there are three instances: single, married and children. 
If you ‘are married at any time in the year you are regarded as married for 
the whole year. If you become single after having been married, you are still 
regarded as married for the whole year. If you have a child born at any time 
during the year the child is deemed to have been born for the whole year. 
Hon. Mr. Hata: But if the child becomes over age— 


Mr. Exuiorr: If the child becomes over age during the currency of the 
year, because he was under age during part of the year, he is regarded as 
being dependent for the whole year. 

Hon. Mr. Hate: I thought it was deducted on the 31st of December. 


Mr. Exutorr: If you have a dependent child, the law says you are 
entitled to deduction. J think where you get your idea, is on the form we ask 
what is the age of the child at December 31. We want some place to tie up 
the information about that child. 

Some of the circumstances that cause refunds are as follows: births, deaths, 
marriages, temporary employment, casual or seasonal employment, transfers 
into the armed forces, 7 per cent deduction from dividends or interest paid to 
persons not taxable, claims for partial support of dependents, unusual medical 
expenses and donations, substantial fluctuations in earnings when the employee 
hovers above and below the exemption level. Over-deductions caused by the 
several features amount in number to about one million a year, and they have 
been running at that level for the last year. 

Hon. Mr. Haypen: You mean a million dollars? 

Mr. Exuiotr: No, a million in number—a million refunds a year. 


We have no appreciable backlog of refunds payable. We are very sub- 
stantially on a current basis. In fact, I would strengthen that to say that to 
all intents and purposes we are on a current basis as regards refunds. 

The CHarrman: Could you give the amount of the refunds? 

Mr. Exuiotr: That is the amount I gave the other day— 

Hon. Mr. Hata: About $30,000,000? 

Mr. Exuiorr: About $40,000,000. 


Hon. Mr. Campseti: Mr. Elliott, are refunds made on. the basis of 


returns at the end of the year, or do applications have to be made specifically 
for refunds? 


Mr, Exuiorr: [I am about to comment on that point now. It must be 
remembered that a current basis means that the refunds must be made the year 
after the income is earned, and that means within twelve months after the filing 
of the returns. The public may not call this current, but nothing else could be 
done having regard to the nature of the facts in the problem. | 


I will go over that again: a deduction is made during the currency of the 
year. His employer having deducted that money, sent it to us with a state- 
ment of all his employees. We have then to break down the lump sum that 
we get from him, segregate the income tax return for this particular employee, 
check that he was an employee of that employer, that the employer did deduct 
the money, and that the employer did send the money to us. If there is a 
refund due him, we make the refund after he has filed his return. His returns 
are due on or before the 30th of April in the year following the earning of 
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the income. We get probably 2,500,000 or more returns about April 30, and 
we have to go through them and check those that apparently have refunds due 
by their own declaration against the moneys received from the employer as 
deductions. 

The money was collected sometime during the currency of the year in 
which it was earned. When we say we are on a current basis, the public might 
not agree that it is current to wait a year before getting the money back. There 
is no other feasible way of doing it under the present system. It is necessary 
to wait until we get a declaration of income on an Income Tax Return to find 
out if he is taxable or not taxable, if he is entitled to a refund or not; and 
having ascertained those facts, to make sure that we have received the money 
either by tax deduction at the source or by personal payment. 


Hon. Mr. Asetrine: Does that create a hardship for small wage earners 
who are employed seasonally? 


Mr. Exuiorr: I would say to some degree that is so. 
Hon. Mr. Haypren: Is there not some provision— 


Mr. Extiorr: I described those provisions the other day, the schemes that 
we have for helping out casual or seasonal employees. 


Hon. Mr. Hata: You exempted certain people. 


Mr. Evuiorr: Yes, and I went into that the other day. If a small wage 
earner has an amount deducted, in relation to his small income, it certainly 
does create some hardship. 


Hon. Mr. AsettTine: In Saskatchewan we have many cases of that kind, 
where persons worked part time for a farmer; quite a large deduction is made 
by the farmer, and the wage earner must wait a year before he can get that 
money back. 


Mr. Exuiotr: That is one of the unfortunate circumstances in having 
people paying high rates of tax on the pay-as-you-earn plan. 

Hon. Mr. Crerar: Is there much difficulty or does it involve much work 
in making the checks of these particular accounts? 


Mr. Exuiort: It certainly does involve a great amount of work. 


Hon. Mr. Crerar: Supposing a man works for one employer for four 
months and then he goes on to another employer for four months at the same 
wages of perhaps $155 to $200 a month and being taxed as a single man. 
He may work for three or four employers during the year. Do you have to 
gather all that information finally into one account? 


Mr. Exuiotr: That is right. I will explain that in a little more detail. 
John Doe worked in Toronto for a month, decides to go say to Vancouver and 
work another four months and then comes to Halifax to work for the balance 
of the year. I could put in a few more moves, but we have moved him often 
enough; he has moved into all parts of Canada. Each employer in each respec- 
tive territory mentioned has to deduct according to the table of tax deductions; 
he has to remit to the Inspector in the district. in which the employer resides; 
at the end of the year that same employer has to give a statement to the 
Inspector of that district stating that he had John Doe working for him, he 
deducted so much money from him and he earned so much for the three months 
period he was there. That is what is known as our T-4 slip. They are very 
small slips, that would fit in my fingers and are about an inch and a quarter 
high and seven or eight inches long. Those slips are extremely important; they 
are worth money to the employee. 

Each one of the employers in the district has to send in this T-4 slip to 
the Inspector. Then those slips have to be gathered in that district in which the 
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employee was last employed. From my example, he was in Halifax. Vancouver 
and Toronto have to send their T-4 slips down to the district of Halifax. Those 
slips are all gathered and put into the individual return he filed at Halifax. 


Hon. Mr. Crerar: How do the officials in Vancouver know to send the 
slip to Halifax? 


Mr. Exvuiorr: It is generally indicated by the individual himself because 
in making his declaration of income he has to state the various employers he 
has had in order to get his credit. Then when the Inspector in Halifax observes 
that there are employers in Vancouver and Toronto, he then notifies them to 
send their slips to Halifax. 


Hon. Mr. Lecer: Just for curiosity: you keep an index card for each 
individual taxpayer? 


Mr. Exuiotr: Oh, yes. That is called our tax roll. 


Hon. Mr. Vien: If it happens that the employer has neglected to send a 
slip, and the poor devil back there does not keep books, does not keep track 
of what has been deducted from his pay—? 


Mr. Exuuiotr: Well, as I said the other day, the employer not only sends 
the slip but he also sends the money, and I stated that we collected 99-99 per 
cent of the money. Then, when the employer sends in his money at the end 
of the year he has to have a summary of all the money he sent us on the top 
page, and behind that he has all these T.4 slips, and the addition of all these 
T.4 slips must equal the summary he has put on top of the statement and must 
equal the cash we have received during the currency of the year from that 
same employer. 

Hon. Mr. Vimn: You have a double check on that? 


Mr. Exvuiotr: Yes. We also have the final check that the employee knows 
the money has gone and if he does not get justice he lets you know. 

Hon. Mr. Campsetu: These refunds apply chiefly to the low salary groups? 

Mr. Exuiorr: No, I do not think so; they apply all the way up the scale. 
The committee will also be interested to know that the refunds are almost equally 
divided between taxable and non-taxable persons. That also answers your 
question, senator. One would expect. every endeavour to be made, and it is 
made, to keep these refunds at a minimum, but even though the deductions at 
the source were reduced by some appreciable percentage, there would still be 
over deduction arising out of the incidents set out above. The committee no 
doubt will give this careful consideration, and we shall be happy indeed to have 
the assistance and services of the committee in bettering or ane the difficulties 
in this deduction at the source. 

You will appreciate that these refunds are not eee cd by any action 
taken by the officers of the Taxation Division. They are occasioned by the 
necessity of following the authorized table of tax deductions in the hands 
of the employer, and the money can only be returned after a statement of income 
on form T.1 has tbeen lodged with the Inspector and the income and tax 
deducted at the source have been verified. 

There are of course other refunds, namely, where taxpayers themselves 
have overpaid the tax. They are not a major feature as compared to the refunds 
occasioned by deduction at the source, which is a major operation. 

I think that runs out deduction at the source and the refunds occasioned by 
that system. Now, if I may, Mr. Chairman, and honourable senators, I should 
hike to go to the next subject, namely, the assessment of individual and corpora- 
tion returns during the war. This is an important subject. This committee, 
no doubt, is anxious to know what the position of assessing is in the Taxation 
Division. Are we up to date, and if not how far behind are we? 
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In answering that question I should like at the outset to make a few 
general statements. Assessments, of course, fall into two groups: one, assessment 
of individuals, and two, assessment of corporations. These assessments are 
made (a) under the general income tax law, and (6) under the excess profits tax 
law. Now, I have pointed out to the committee some of our previous difficulties 
pertaining to space, which was a very real difficulty. 

As to the problem of personnel, particularly the problem relating to 
accountants, business has drawn to higher pay fields since January, 1940, some 
141 of our ‘profesisonally qualified assessors, and 137 departmentally trained 
assessors, which means that we lost a total of our assessors of 278. 

Toe! Mr. Bencu: In what period? 

Mr. Exuiorr: During the war. The new men we were able to secure were 
in the main untrained in the incidents of the law, either in income tax or excess 
profits tax. Therefore their number does not replace, in the sense of accomplishing 
work, the equivalent number of trained employees. However, we managed to 
secure 127 professionally qualified accountants, and we pressed into service 
1,021 other persons, not professionally qualified. These were drawn partly from 
our own ranks and partly new employees, but they were without degrees. The 
position with respect to the employment of assessors, whether professionally 
qualified or not, I should like to give in detail, and it 1s as follows: As of 
November 10, 1945, this month. Assessors employed prior to January, 1940, 
were 385; appointed since that date, 1,148. That is a total of 1,533. From 
that total, however, there are resignations since January, 1940, of 278, so that 
there are presently employed 1,255 assessors. 

Hon. Mr. Campspetit: What were they paid, Mr. Elliott? 

Mr. Exuiorr: They ranged, by grades established by the appropriate 
Government authority, from grade 1, which I think is $2,100, and it goes up to 
$2,400; and then you get into another grade, $2,400 to $2,880. I am speaking by 
memory. And finally we get up to the top grade, 5, which I think is $3,720 
to $4,140. 

Hon. Mr. Lecer: Do they form part of the Civil Service employees? 

Mr. Exxiorr: All Government employees are civil servants. But I think 
your question is, do they come under the Civil Service Commission. 

Hon. Mr. Lecrr: That is what I mean. 

Mr. Exxiotr: No, we are not under the Civil Service Commission. 

Hon. Mr. View: But they have supernannuation? 

Mr. Exuiorr: They have superannuation rights the same as any other civil 
servant. 

Hon. Mr. BucHanan: You say “the appropriate authority”. Who is the 
authority who fixes the salaries in your Department? 

Mr. Exuiorr: Well, these grades that I have outlined are discussed, and 
finally Treasury Board has to pass upen them, and they are approved by the 
Government in that sense. Technically the income tax law provides that the 
Minister shall have the control and the management of this law and of all matters 
incident thereto, including the appointment of personnel, and that implies the 
gradings and salaries of that same personnel. 

The CHAIRMAN: Has the Civil Service Commission anything whatever 
to do with the appointment of your employees? 

Mr. Exuiorr: No, nothing at all, other than when the estimates are brought 
down you will find an item “Income Tax” and the words therein contained go 
somewhat like this, “Appointments to be made without reference to the Civil 
Service Commission” or “the Civil Service Act”. That is the real statutory 
authority contained in the Appropriation Bill. 
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Hon. Mr. HaypEN: Have you attempted any reclassification of these grades 
and salary series that have been refused approval? 


Mr. Exriorr: We have attempted that. 


Hon. Mr. Haypen: I mean, in the last five years have they been refused 
approval? 

Mr. Exuiorr: Yes. We are losing professionals so speedily that I felt we 
must try and do something, and it is not easy to change gradings in the Govern- 
ment, because while we are not under the Civil Service Commission, we have a 
relativity to them that is very real, and when we bring up a change to the 
Treasury Board it is their duty, I take it, to see that we do not get out of line 
with other people in other departments of the Government. So I established 
what I might term a professional grade, and I said, any employee that comes 
into our Division with a degree certifying, of course, that he has had a proper 
education, is qualified to do this kind of work, then instead of having him 
move up a small range of salary in Grade 1 and have him stuck there for a long 
time until there is an opening in Grade 2 by somebody leaving,—I said, let us 
wipe all that out; let us start a man that comes in as professionally qualified 
and put him straight up to, I think, $3,400 or $3,200 or something, so that every 
year he would get his increase straight on up without having these stops and 
stays occasioned by grades. That was very useful, and, I think, saved a lot of 
our employees from leaving us on account of that. That is one attempt at 
trying to do something for substantially alike men doing like work. 


The CHairRMAN: That would be the only way you could increase their 
salaries during the war, would it not? 

Mr. Exutorr: That is right. That is the only way you could increase it, by 
having a grade attached to it so it could go up $120 a year. That is so. 


Hon. Mr. Haypen: Would it not be practicable to establish a professional 
erade of your own based on your experience of these men? 


Mr. Exuiorr: Of course we would be happy to do that, but there are a lot 
of stops and stays in other parts of the Government when you start to present 
your case. These all have to go through Treasury Board, and Treasury Board 
has to endeavour to keep the situation substantially equal as ‘between various 
departments of the Government. I have often thought how much I would like 
to run my business as I see it, and if I fail at it that is my responsibility, and 
then I suppose I quit; but you cannot run any part of the Government just 
as you would run your own business, because there is that relativity that must 
be maintained, because it is Government, between the various branches and 
activities. 

Hon. Mr. Haypen: That would not apply though to giving a professional | 
qualification to the person who satisfies your requirements? 

Mr. Evuiotr: I am most anxious to do that, but if I gave professional 
qualifications—accepting the suggestion—there are like persons with like quali- 
fications in many other branches of Government, to wit, cost accounting for 
M. and 8., controls in Finance, and a number of others that do not come to 
my mind readily. There are a great many accountants in various parts of 
the Government. Now, whether their work in the result 1s as important to the 
Government as the work of our professionally qualified accountants I have 
orave doubt. I have no doubt it is just as intricate, but when I told you the 
other day we added to the income tax returns of individuals and corporations 
some $38,000,000, you can measure the value of these men. If you were in 
private practice you would not overlook that item. 

The CHAtRMAN: You said that you tried to adapt your classifications— 
if you hke—and remuneration pretty much to those that are under the Civil 
Service Commission. 
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Mr. Exuiort: No, we do not adapt it. They adapt us to them. 

The CuarrmMan: All right. Then I come on to this question. Do you have 
examinations. for contemplated employees the same as they have in the Civil 
Service, the regular Civil Service under the Commission? 

Mr. Exutotr: No. 

The CuatrMAN: No examination? 

Mr. Exuiorr: No examination. Well, when I say “no examination’, it 1s 
like anybody who comes to your business and wants a job, you examine him, 
in one sense. 

The CHaAtmrRMAN: But no written examination? 

Mr. Exuiorr: No, no written examination, no. 

Hon. Mr. Haypen: But. for promotion: if you have a man in your employ 
who has not a degree when he comes in, and he remains four or five years, and 
you are satisfied he has all the training that a professional man has, have you 
not some way of putting the hall-mark on him and saying, “You are a 
professional man’’? | 

Mr. Exuiotr: The work puts the hall-mark on him, but your suggestion 
that we set an examination for him after he has been with us two or three 
years— 


Hon. Mr. Hayppn: That may be the only way you could give him 
professional grade. 

Mr. Exuiorr: You know the quality and quantity of his work. 

Hon. Mr. Haypen: But to get by the Treasury Board? 

Mr. Exutotr: I have no desire to get. by the Treasury Board. I wish to work 
with them. 

Hon. Mr. Haypen: Well, to get it through. 

Mr. Exuiorr: I do not want to get by the board. 


Hon. Mr. Lrecrer: Are the majority of your employees young or middle-aged 
or old? 


Mr. Exuiotr: That is a very difficult question. 
The CHAIRMAN: Remember there are a lot of ladies employed! 


Mr. Exuiotr: We started in 1917, andi we were very small, and being new 
we were also very young, both in starting the work and in personnel employed. 
I remember, probably at the time of Senator Euler’s regime, a little bit before, 
we took a trip across Canada and went into customs and excise and income 
tax, and it was striking that in customs and, excise they were old, the personnel 
had been there many years and had long service; but when you went, next 
door to the income tax they were young, new and fresh. That was so for many 
years, but we were not very big relatively before the war, as compared with 
what we are now. So we had a small personnel. That was in a small era 
or a small age. But when we, in the war, came from 1,000 up to nearly 7,000, 
we are now young again by bringing in a lot of new young people, and we will 
be young for about another twenty years, and then we will fall back into the 
turning-over which is very evident in customs and excise and other long 
established Departments. 


Hon. Mr. Crerar: How many of these promotions will be on the recom- 
mendation of the man superior to the clerk? 

Mr. Exuiotr: That is the way it is done. 

Hon. Mr. Crerar: J am not going to ask your opinion of the methods of 
assessing the value and salary of these employees, because I think there is a 
~ weakness there in Government administration, or so it has always seemed to 
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me, that we might perhaps discuss before this committee is over, but not at 
the moment. I should like to ask two or three questions. You have now 
1,533 assessors less 278 you have lost since January Ist? 

Mr. Euuiorr: That is correct. 

Hon. Mr. Crerar: And these are practically all in one category? 

Mr. Exuuiorr: Well, they are called assessors, that is they are employed 
on income tax returns of individuals and corporations, but they fall into the 
categories of professional men andi skilled assessors. 

Hon. Mr. Crerar: The mere fact that a man has a degree and can write 
some letters after his name is not necessarily an evidence of his competency. 

Mr. Exuiotr: Not necessarily, but when you deal in great numbers— 
I put this to you in question form so that I might answer it—if the Income Tax 
were completely manned by chartered accountants, versus being completely 
manned by persons who never had tried the chartered accountants’ examinations, 
which would run the business the better? Which would do the better job? 


Hon. Mr. Crerar: Why, the first. There is no doubt about that. 


Mr. Exuiorr: There is no doubt about that. To the degree that you 
weaken the chartered accountants by infiltration of some who are not pro- 
fessionally qualified—I do not go to the extent of saying that a man who has 
not a degree is not good, but I say that if you look at this thing in the larger view, 
that a group of qualified professional persons who have taken the necessary 
qualifications, have demonstrated that they can pass these examinations, who 
are under a form of discipline during that time, and have grown in stature— 
those are the men who should man the Income Tax Division, in my judgment; 
and if you had a thousand of them you would have a wonderful organization, 
as compared to a thousand who, no matter how much native ability they have, 
have nevertheless not got that background of orderly thinking and orderly pre- 
paration and a broad understanding, and have not had a chance to get it. 
They have got to pick it up as they come in with us and work with us, and in 
a sense they learn as they go. 


Hon. Mr. LamMBrert: Do your assessors include many women? 
Mr. Exuiotr: I think only two of our senior assessors are women. 


Hon. Mr. Lampert: In the local office I have noticed women who seem 
to be acting as assessors. 


Mr. Exuiotr: I was going to say there were none, but that answer would 
not have been correct. We have two professionally qualified women assessors 
one in Toronto and one in Ottawa. We have a goodly number of women doing 
assessing of the simple T-1 returns, what we call the T-1 Specials covering 
incomes of $3,000 and under. We were badly stuck in Vancouver and the 
Inspector there managed to get some university girls and brought them in, quite 
a crowd of them, and they did splendid work. 


The CHAIRMAN: Do they get the same as the men? 
Mr. Exuiorr: No. Most of these women are in clerical grades. 


Hon. Mr. Vien: In the district of Montreal I have heard many complaints 
with regard to clerks who are discharging the functions of a certain category 
of accountant, for instance, that. of assessor, although they are not so styled in 
your setup. For twelve or fifteen or eighteen months they have, been discharging 
this function without receiving any promotion in their style or pay. I appreciate 
that it is extremely difficult in a large district like Montreal or Toronto for the 
inspector to remove all such anomalies. Another anomaly complained of is 
that a young lady comes in and is appointed to discharge a particular function. 
She may be placed in Grade I or Grade II, as the case may be. Then a new- 
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comer is appointed to discharge the same function but is placed in a higher 
grade. I am not complaining but simply pointing out these anomalies that we 
hear complained of on the street. 


Mr. Exuiotr: Well, Senator, I think some of these complaints would 
be founded on fact. We have had a great upswing in business, which I have 
explained to you, and in the number of returns to’ deal with. We are allotted a 
certain number of people in the various grades, running from Grade I clerk up 
to Grade IV clerk, and from Grade I assessor up to certain higher grade assessors. 
Now sometimes the work in the clerk gradings can be left for the moment and 
better results can be obtained if you take some Grade IV clerks and put them 
on assessing. You can say to them: “I know you are Grade IV clerks, but 
never mind that just now. We are in a condition of emergency and we want 
you to do some assessing.” So we put them on the work of assessing minor 
returns. In that way Grade IV clerks do assessing without being called 
aSSessors. 

Hon. Mr. Vien: And they do that for six or ten or twelve months without 
being styled assessors? ; 

Mr. Exuiotr: Perhaps so, unless you go to the Treasury Board and get your 
whole grading changed. 

Hon. Mr. Vien: Why should it be necessary to change the grading? 

Mr. Evuiorr: We would have to be authorized before we could appoint 
more than the number of assessors established for any grade. 

Hon. Mr. Vien: But suppose an assessor drops out or the work increases. 
Then you take a Grade IV clerk and put him on as a temporary assessor. If 
he is put on as an assessor for six or eight months or a year, would it not be in 
order to appoint him as an assessor? 

Mr. Exuiorr: You added a new feature to your question; you said “if an 
assessor drops out,” that is a Grade I assessor. Well, we did not have any drop 
out. Ifa Grade I assessor drops out, then of course we can promote a Grade 
IV clerk. 

Hon. Mr. Vien: Some clerks contend that they have been promoted in fact 
without being promoted in style or salary. 


Mr. Exxiotr: That happens because of the emergency that I outlined, but 
if an assessor’s position becomes vacant a promotion is made. 


Hon. Mr. Vien: Not always. 


Mr. Exuiorr: We cannot promote while the number of Grade I assessors 
is as large as is authorized. While that condition lasts we can only say to the 
Grade IV Clerk, “Please do the work in the higher grade, although we cannot 
give you the position.” 

Hon. Mr. Vien: Would it not be advisable to relieve the inspector of much 
of the reclassification work? In a large district it must be quite difficult for an 
inspector to carry out his own particular work and also look after a very large 
staff. Would it not be advisable for a commission of two or three officials in the 
Department to look after the classification in any office where the staff numbers 
one hundred or more? 


Mr. Exuiorr: Our organization, like all big business organizations, is already 
broken down into subdivisions. The inspector has his reports from the men 
who are actually in charge of the personnel; and those who are immediately in 
charge of a large number of personnel in turn have their sub officers. Whether 
you put in a commission or not there must be an orderly chain running from 
the head of the department to the head office and eventually up to the Minister, 
and from the Minister to Parliament. When I give you the chart you will find 
we have our personnel man who is in charge of these things. As in any well- 
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organized business, our organization is broken down into proper subdivisions, 
so that each subdivision becomes an easily comprehensible and easily workable 
unit. 


Hon. Mr. Bencu: As to the point raised by Senator Vien, that Grade IV 
clerks are doing assessing, does it not get down to this, that the quota of assessors 
that has been authorized by the Treasury Board is not sufficient? 


Mr. Exuiorr: Well, no, it is not quite that, because in the higher grades 
we have authorization for a large number of assessors that we cannot get. We 
have authorization for four hundred that we should like to get but are unable to 
get. The people who do the really important work are not down in the grades 
that we have been talking about, the grades that look after the T-1 specials 
which are filed by people whose income is simply salary. The assessing 
of those comes close to being clerical, although technically it is known as 
assessing. I would not put professional men on that kind of work, for that would 
be a waste of a very valuable mental asset. When I talk about assessors I mean 
those who deal with returns that are more or less intricate. As you know, the 
returns from some of the big corporations are really intricate. 


The CuatrMan: Gentlemen, as I said the other day, while it is desirable 
to let Mr. Elliott make his statement without interference, I know that members 
like to ask questions as they come to mind. But would it not be better if Mr. 
Elliott were permitted to complete his statement, and if members made notes 
of the questions that they desire to ask, with the understanding that these may be 
brought up when Mr. Elliott finishes. I do not desire to restrict members too 
much, but I am afraid that if we intervene at any moment that a question 
occurs to us we shall get more or less at sixes-and-sevens. I am entirely at the 
disposal of the Committee in this matter. 


Hon. Mr. Hata: Mr. Chairman, I submit that a ruling should be made one 
way or the other, so that some members will not be permitted to ask questions 
while others of us are. 

The CHatrMAN: What is the view of the Committee? Is it your view 
that Mr. Elliott should be permitted to continue making his statement without 
interruption, or that members should ask questions whenever they wish? All in 
favour of having Mr. Elliott’s statement made without interruption, please 
show your hands. 

Now, ‘all opposed, please raise your hands. There is only one opposed. I 
am afraid you are in a minority, Senator Léger. 


Hon. Mr. Lecrer: I just wanted to put one question. 


The CuHatrman: No, I have to rule that you cannot do that, Senator, 


in view of the way the Committee has just voted. 


Hon. Mr. Haia: Are you going to hold us down to that ruling, Mr. Chair- 
man? Certain members of the Committee have been pretty persistent in 
asking question, while the rest of us have sat back. Our time is limited and 
I feel sure there will not be another meeting of the Committee this week, 
unless it is at night. We have engagements all day Wednesday and Thursday. 
Of course, if the Committee wants to sit on Friday and Saturday that will 
be all right for me; I should like to see Toronto and Montreal members stay 
here and suffer with the rest of us for a time. I will certainly protest if, 
within ten minutes from now, some member is permitted to ask questions; 
but I am quite agreeable if you are going to hold us all down to your ruling. 

The CHatrMAN: It is quite easy for me to be specific on that point. 
The Committee has voted by an overwhelming majority, with only one opposed, 
that Mr. Elhott should be allowed to go ahead without interruption. So far 
as I am concerned, he is going ahead without any interruption whatever. 
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Mr. Exuiorr: Well, Mr. Chairman and honourable senators, I gave you 
the last figure of the number of assessors presently employed, namely, 1,255. Of 
these, the assessors with degrees are 330. This number is broken down into 
those employed prior to January, 1940, being 208, and those appointed since 
that date being 127. Since January 1940 there have been 141 resignations, so 
the number presently employed is 189, and of these 38 have had less than 
two years’ service. The average stay of the 141 assessors with degrees who 
resigned since January, 1940 was 3-9 years. I am suggesting by that com- 
ment that ours is a very good training ground for professional activity in the 
accounting world. After accountants have been with us for a while and 
learned our rules and regulations, and had the privilege of surveying many 
different kinds of corporate statements and thereby increasing their knowledge 
in a very broad way, they leave and go out to become advisors to taxpayers 
instead of remaining as assessors of taxpayers. 

The assessing staff increased by 226 per cent. That is the increase in the 
professional and non-professional assessors. The assessors with professional 
degrees decreaed by 7 per cent. 

Perhaps we did not get the best skill available because we could not pay 
the salaries and we had to take what we could get and were glad to get them. 

Then it is to be remembered that we were also dealing with an entirely 
new law, that is, the Excess Profits Tax Act, in respect of which no one in 
Canada at any time prior to this war had had any experience. Not only was 
there present the difficulty of training our own staff, both old and new, but 
there was also the necessary delay in giving public accountants outside the 
Department: and corporate management an opportunity in point of time to 
understand the law themselves. 

In this comment I refer particularly to the Excess Profits Tax Act and all 
its intricacies and difficulties, as well as the fact that the law required 
public accountants and corporate management to refer back to the years 1936- 
7-8-9 and establish the relationship between those pre-war periods with their 
activities during the war; in other words, find their standard profits in order to 
measure their war excess profits. 

Many had no Standard Profit, because they were in deficit, that is, 
depressed, and many more were not in existence in those years. All these cases 
required statements to be prepared with special reference to the capital employed, 
and as well knowledge had to be gained where possible of the profits of other 
businesses in like activities. 

Heretofore in income tax matters periods of loss were regarded as a closed 
book, but when Excess Profits Taxes were based on earnings of 1936 to 1939, 
years of loss had to be scrutinized retroactively because of their new import- 
ance. This brought into activity thousands of returns which we heretofore 
had regarded as closed. 

Then again depreciation schedules had to be established or brought up to 
date, and there were re-organizations to survey, all of which became suddenly 
of great importance in establishing capital employed. 

Therefore the files of 1986 to 1939 suddenly became active and were a 
major factor in determining Standard Profits, and the liability under the 
Excess Profits Tax, and the whole field of accounting from 1936 up to the 
period under ‘assessment. had to.be brought under review. But this is not all, 
because as a fact the records of the company for many years prior to 1936 
had to be surveyed. Professional Accountants will concur in this statement. 

In short, nothing could be done on income tax assessments until the law 
and the facts relating to the Excess Profits Tax had been understood and the 
required data for back years and current years compiled, to find out what the 
liability would be under that Act. In short, it required actually a survey of 
the history of the companies concerned. 
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Any business man will tell you that it is not an easy problem to determine 
what the capital employed in a business may have been or is, and this was an 
entirely new feature in war taxation that had to be considered and developed. 

You will observe therefore that we had problems of personnel, problems 
of space, problems of interpretation, problems of establishment of past historical 
facts, all under an increased volume of work—higher by 500% in returns alone 
than it had ever been before. 

You cannot pass an operative law in 1940 which becomes operative in effect 
two years afterwards and which specifically refers back six years, to 1936, and 
inherently to many years prior to that, and expect to be up to date three 
years afterwards. 

Now the Excess Profits Tax Act was enacted in the first instance in September, 
1939, but the Act, as then put on the Statute books, really constituted notice 
that there would be an Excess Profits Tax Law, and it was repealed a year later, 
that is, in August, 1940. In its place was enacted the present Excess Profits 
Tax Act. 

Now to place such an intricate Act on the Statute books in August, 1940, 
does not mean that it operates at once. While the Department issued its forms, 
together with an explanatory brochure, within two months, it was three months 
before the Board of Referees was appointed. 

This important body necessarily had to acquaint itself with the law under 
which it was to operate, and likewise public accountants and corporate manage- 
ment had to be informed of the functions of the Board and how claims before 
it should me made up. This Board was to decide future rights of taxpayers in 
matters of extreme weight. It would determine the Standard Profits above which 
the profits would be taxed, 75 per cent to 100 per cent. So that since the 
beginning of the war that was a very important body. In point of fact, they 
had their first meeting in September, 1941, two years after the commencement 
of the war. 

This statement is most indicative, for it shows that from September, 1939, 
there was the repeal of the first Excess Profits Tax Act, there was the enactment 
of a second E.P.T. Act, and absolutely nothing having been done under the 
first Act; there was the period of intense examination by the Department, the 
Board of Referees and the public as to the requirements of the law in the 
second year. 

Here was a delay that was an initial handicap to the Department and to the 
public. This delay was not alone applicable to those who wanted Standard 
Profits claims determined; it was applicable to all companies liable to Excess 
Profits Tax, and practically all companies were liable. 

As indicative of the necessary delays, by the Ist of January, 1942, the 
Board had before it 375 cases of which 47 had been heard. 

It might be asked whether it was not possible to put more cases before 
the Board in the period prior to 1st January, 1942. Two answers to the question - 
will be given, although there are more. First, the Board had unfinished work 
before it then, and had it received more, the recorder statistics would have 
shown simply more unfinished work on hand; but what is more important, 
there was a delay granted to corporations for the filing of their returns under this 
new law, simply because they were not acquainted with the law. They were 
not acquainted with the law and could not comply with it, and needed more time. 

Obviously there would be much adjustment required in these initials claims; 
that if the public had had no previous experience and even if the company 
concerned had a factual standard profit, that standard profit had to be adjusted 
in both the Standard and the Taxation periods by reason of changes, first in 
the capital employed in the standard period of 1936 to 1939 and in the share 
capital structure of 1940 and 1941. 
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This caused a substantial delay. The point I wish to make, and I thing 
I have said enough to make it, is that this Division was substantially two years 
behind in the beginning. It therefore becomes apparent in regarding to-day’s 
figures that if we show less than a year’s work as a backlog we have really 
made a gain over the initial handicap. 

Inquiry has been made from the District Offices as to their position showing 
corporations which have not been assessed. They advise in respect of returns 
unassessd for 1942 and prior, the number of companies which have not been 
assessed for those years is 8,754, of which 4,400 appear to be assessable, and the 
balance unassessable. For 1943 and prior, which includes the figure I gave for 
1942, the number of companies whose returns. have not been assessed for those 
years is 17,552, of which 9,600 appear to be assessable. These figures must be 
compared with the number of companies that file returns annually, which is 
approximately 30,000, of which 20,000 usually are assessable. 

To repeat, at the present time in respect of 1943 and prior years—1944 is 
current work—we have very approximately 9,600 assessable corporations cover- 
ing 17,394 returns and this is less than the number of assessable returns filed 
annually, so that in number of returns we are not more than one year in arrears. 

In 1943 there came into use a form called the T.2 Questionnaire. This was 
an important working document drawn up with the assistance of the professional 
accountants. 

It threw a lot of additional work on the taxpayer and his advisers but it 
speeded up the work of reviewing and assessing returns of corporations, and 
was in fact of great assistance to the taxpayer as it indicated the questions that 
had to be answered in order that a proper assessment might be made. 

Our thanks should be publicly expressed to the accountants for their assist- 
ance in the construction of this form as well as for the response to the questions 
contained on the form, as made by the accounting world and corporate 
management. 

Having regard therefore to the increased skill of both the assessors and the 
accounting profession and having regard to the fact that professional account- 
ants, now that the war is over, will become more available, and likewise 
additional space to carry on our work will be provided, it can be readily appre- 
ciated that the increase in our assessing will be very marked; and while I 
would not like to hazard a guess as to when we will be on an even keel without 
any substantial arrears of work, I can say that it would appear to be within 
a reasonably short time. It all depends upon the additional staff available 
and the space procurable to lodge them. 

Now there should be introduced here a comment as to the meaning of 
“assessment”. We have a standard of assessing to which all Income Tax 
assessors are expected to adhere, that is, a close scrutiny of all corporate returns. 
A relaxation of this scrutiny would lower the standard of assessing, but would. 
speed up the passing of the returns. Carried to the extreme, it. would simply 
mean that we take the return as lodged and say that it is correct, and in that 
way we could clean up the arrears in a remarkably short space ‘of time, but 
that would not be performing the duties with which we are charged. 

The value of the proper scrutiny may be evidenced by the fact that in 
the fiscal period ending March, 1945, assessments were increased over the 
amount declared payable by the taxpayer in his return by $38,000,000. That 
is not to state, even impliedly, that the returns were fraudulent because in the 
vast majority of cases the facts were there on which the increase could have 
been and necessarily was founded, but there was also in some cases an under- 
statement or a mis-statement of facts as between capital and income charges. 
This $38,000,000 was divided as follows: Increased tax on individuals $23,000,000, 
increased tax on corporations $15,000,000. The figures speak for themselves. 
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It is to be remembered that corporations and their advisers have a very 


intimate and accurate knowledge of the law and of their own accounts. They 
have calculated their own liability and paid it. This Division, however, must 
scrutinize the returns to verify the liability. Speed can be greatly influenced 
by intensity or otherwise of investigation. 

The administration realizes that companies certainly want confirmation of 
their calculation and their payment, but the point is that the necessities of 
war have occasioned the situation as it is, and it is one of the drawbacks that 
they should temporarily bear. Companies meanwhile have a very accurate 
knowledge of their liability with a few exceptions. One could give direction 
to the staff and confirm assessments almost at once by saying that all returns 
filed will be passed on the basis filed. Then it would be a mere administrative 
matter of recording the results, and issuing the assessment without examination; 
but here again, this would not be performing the functions for which this 
Division in part was established. . 

The corporate taxpayers can be assured that their tax determinations: will 
be speeded up substantially in, the near future, as it 1s apparent that skilled 
personnel and space is becoming available, although still scarce. There is no 
doubt that consideration will have to be given to increased remuneration in 
this field. So much for corporation assessments. F 

Now may I say a few words on individual assessments. 

The CuarrmMan: Pardon me, Mr. Elliott, but I would judge that at the 
end of any particular exposition of any branch of your work, it might be proper 
and feasible to permit questions. 

Hon. Mr. Harta: Mr. Chairman, if you do that, we will be wide open and 
we will be here— : 

The CuatrmMan: No, you will be permitted questions on that particular 
phase of Mr. Elliott’s report, and then we will revert to the other angles of 
his statement, and then questions may be asked on that subject. 

Hon. Mr. Campspetut: Mr. Chairman, we have not followed that policy, 
and I suggest Mr. Elliott be permitted to finish his statement and that we save 
any questions until that time. 

The CuatrmMan: That is quite all right. I thought you might wish ‘to ask 
questions on that particular phase of the work. If the Committee wishes, we 
will go ahead. 

Hon. Mr. BucHanan: Mr. Chairman, I think your suggestion is a good 
one, because we have everything in mind. 

The CuaAtirMAN: Yes. Mr. Elliott has now completed his report on a 
certain phase of his work and we could ask questions on that particular part. 
Then he can go on with individual assessments and we will let him finish that 
and ‘then ask questions again on that phase. However, I am at the disposal 
of the Committee. 


Hon. Mr. Camppetu: I think we will keep the record straight if we let 


Mr. Ellott finish and then put iall our questions at one time. 

The CuHatrMAN: All right, go ahead. 

Mr. Evuiorr: I am goimg to give you a few words on individual assess- 
ments. I am not going to develop that topic to the degree I did on corporations. 

An examination of arrears of individual assessments has been made. I am 
not going to labour the matter. The fact is that as at the 3lst March, 1945, 
there were 1,651,000 returns still to be dealt with. This is only a little 
more than one-half the number of returns received annually and therefore 
shows that we are a little more than one-half a year in arrears in assessing 
individual returns. 
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Now I believe this Committee, and perhaps the public so far as it is con- 
cerned, might expect ‘a statement of the position of claims before the Board of 
Referees, under the Excess Profits Tax Act. Since the inception of the Act, 
5,400 claims for determination of Standard Profits have been received. Of these, 


_ 3,200 have been dealt with, 2,400 by decision of the Board of Referees, and 800 


by withdrawal of claims. Of these 2,200 still to be disposed of, it may be said 
that at least one-third are from companies that were not in existence in the 
Standard Period. 

Many persons, I believe, are under the impression that the Board of Referees 
is a Board that is dealing with something that is past, and when they have con- 
cluded that work, they are finished; that is not so. Claims are still being filed 
at an average rate of 100 per month, having to do principally with new com- 
panies. In fact over 800 have been received in the fiscal period up to this time. 

It should be mentioned, however, that the compilation of the work in con- 
nection with these cases is largely done in the various District Offices across 
Canada, before they are placed before the Board. I should not like to leave 
the impression that the Board has to assemble and set up all the details It is 
also to be remembered that the Excess Profits Tax is a short-term war measure 
which will probably disappear after 1946. 

Now I have spoken about the work yet to be done. Perhaps I might con- 
clude with a word on the work that has been done. 

It is required of this Division to assess returns in respect of which tax is 
exigible, or to confirm the fact that no tax liability exists. We have ‘assessed 
during the past five fiscal years ended March, 1941 to 1945 inclusive, 6,880,424 
individual returns, which is 82 per cent of all the returns received in the same 
periods; while for corporations in the same five year period, we have assessed 
126,039 returns, which is 86 per cent of the total returns received in the same 
period. The fact is that the Taxation Division has been suffering under many 
handicaps, as I have shown, and which we believe have not been suffered by other 
organizations to the same extent. We have somewhat fallen behind as might be 
expected under the circumstances, while maintaining our standard; but having 
regard to the handicaps, we believe that the Committee will find that we have 
done a satisfactory job, and no doubt will make appropriate comments in their 
report. 

So much, Mr. Chairman and honourable gentlemen, pertaining to the asses- 
sing of corporations and individuals. JI am now prepared to go on to another 
subject if you wish or we can stop and discuss this phase. 


The CuatrmMAn: What is the desire of the Committee? I should think it 
would be an appropriate time to ask some questions before going on to another 
subject. 


Mr. Exuiotr: The subject I wish to go on with is the delegation and 


discretion. 


Hon. Mr. McRar: May I ask a question? 


The CHarrMan: No, I am sorry. Before you came in, Senator McRae, 
we decided Mr. Elliott was to be permitted to go on with his statement 
without questioning. 

Mr. Exuiorr: A very important subject in the minds of the public is the 
delegation of authority to the deputy minister and the exercise of that authority 
under the provisions of the law, commonly referred to as exercise of discretion 
or discretionary powers. 

The statutory authority contained in Section 75., This will be a dry 


‘subject, but IT want to have it technically correct. Section 75, subsection 2 of 
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the Income War Tax Act which is brought into the Excess Profits Tax Act by 
section 14 thereof reads as follows:— 

75(2) The minister may make any regulations deemed necessary 
for carrying this Act into effect, including regulations designed to facili- 
tate the assessment of tax in cases where the right of taxpayers to deduc- 
tions or exemptions has varied during any taxation year, and may thereby 
authorize the Commissioner of Income Tax to exercise such of the 
powers conferred by this Act upon the Minister, as may, in the opinion 
of the Minister, be conveniently exercised by the Commissioner of 
Income Tax. 


On August 8, 1940, the then Minister of National Revenue, Colin Gibson, 
pursuant to the above subsection of section 75, caused to be published at page 852 
of the Canada Gazette of September 13, 1941, the following: 


In THE Marrer or Tue Income War Tax Act AND AMENDMENTS 
AND 
In Toe Marrer or THE Excess Prorits Tax Act 


To whom it may concern: 

Be it hereby known that under and by virtue of the provisions of 
the Income War Tax Act, and particularly section 75 thereof, and the 
provisions of the Excess Profits Tax Act, 1940, and particularly section 14 
thereof, that I do hereby authorize the Commissioner of Income Tax to 
exercise the powers conferred by the said Acts upon me, as fully and 
effectively as I could do myself, as I am of the opinion that such powers 
may be the more conveniently exercised by the said Commissioner of 
Income Tax. 

Dated at Ottawa this 8th day of August, A.D. 1940. 


COLIN GIBSON (signed) 
Minister of National Revenue. 


By chapter 24 of the Statutes of 1943-44, assented to July 24, 1943, 
and made applicable on passing, the Department of National Revenue 
Act was amended to provide for the appointment by the Governor in 
Council of a Deputy Minister of National Revenue for Taxation and 
a Deputy Minister of National Revenue for Customs and Excise. It was 
also provided that wherever in any statute, regulation, authorization or 
order, there appears the expression ‘Commissioner of Income Tax” or 
“Commissioner of Succession Duties” . . . the said statute, regulation, 
authorization or order shall be read and construed as if the expression 
“Deputy Minister of National Revenue for Taxation” were substituted 
for the expression “(Commissioner of Income Tax” or “(Commissioner 
of Succession Duties”. 


From the above it will be evident 

(1) that the Minister has the authority to delegate certain of his powers 
to the Commissioner of Income Tax; 

(2) that the powers have been properly delegated to the Commissioner 
of Income Tax; 

(3) that the Commissioner of Income Tax now means Deputy Minister 
of National Revenue for Taxation. 

Quite apart from the fact of actual delegation, a Deputy Minister of the 
Department of National Revenue has virtually the same powers conferred upon 
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him ‘by statute as the Minister has for- administration purposes, of course, not 
for policy and parliamentary purposes. 

Section 3, subsection (2) of chapter 24 of the Statutes of 1943-44, assented 
to July 24, 1943, says:— 

3. (2) The Deputy Minister of National Revenue for Taxation 
shall be the lawful deputy of the Minister, exercising power and authority 
as if he were deputy minister of a separate department of government 
charged with the control, regulation, management and supervision of 
internal taxes including income taxes and) succession duties. 


Thus the actual delegation by the Minister is more useful as evidence of 
the scope of the authority than as a substantive document in its own right. In 
other words, we could: get the authority in two ways, but the delegation by 
the Minister is outward evidence of a factual condition. 

The next question is whether the operation of the maxim delegatus non 
potest delegare requires the Deputy Minister, when exercising discretionary 

The next question is whether the operation of the maxim delegatus non 
potest delegare requires the Deputy Minister, when exercising discretionary 
powers in the name of the Minister, to do all the acts himself. The ancillary 
question is, of course, whether he may engage his subordinate officials in the 
course of their ordinary duties to prepare the matters for him without violating 
his delegation or exceeding his authority. 

I would like to say a word on the jurisprudence of that question. In this 
connection the following excerpts from a few English and Canadian cases are 
helpful. 

The first point is the use of subordinates. I quote from the case of Local 
Government Board v. Arlidge, (1915), A.C. 133, Viscount Haldane, L.C. 
stated :— 

The Minister iat the head of the Board is directly responsible to 
Parliament like other Ministers. He is responsible not only for what 
he himself does but for all that is done in his Department. The volume 
of work entrusted to him is very great and he cannot do the great bulk 
of it himself. He is expected to obtain his materials vicariously through 
his officials, and he has discharged his duty if he sees that they obtain 
these materials for him properly. To try to extend his duty beyond this 
and to insist that he and other members of the Board should do every- 
thing personally would be to impair his efficiency. Unlike a Judge in a 
court he is not only at liberty but is compelled to rely on the assistance 
of his staff. 


Now the second point is, production of these reports. 


Lord Haldane also remarks, at p. 134, respecting the propriety of pro- 
ducing a report of ‘a subordinate official relative to the exercise of discretion: 

In accordance with that practice, the Board, im order to obtain 
materials with which to decide, appointed one of its health inspectors 
to hold a public inquiry. This was m accordance with the rules it had 
made under the section of the statute which I have quoted and was its 
usual practice. It is said that the report of the Inspecor should have 
been disclosed. It might or might not have been useful to disclose this 
report, but I do not think that the Board was bound to do so any more 
than it would have been bound to disclose the minutes made on the 
papers in the office before a decision was come to. 


A further quotation of interest from the Arlidge case which was cited in 
the Exchequer Court of Canada in the decision of Wrights Canadian Ropes 
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Ltd. v. Minister of National Revenue (1945), Canadian Tax Cases, p. 177 at 
p. 186, is as follows, where referring to a document Lord Shaw stated:— 

It may contain, and frequently does contain, the views of inspectors, 
secretaries, assistants, and consultants of various degrees of experience, 
many of whose opinions may differ but all of which form the material for 
the ultimate decision. To set up any rule that that decision must on 
demand, and as matter of right, be accompanied by a disclosure of what 
went before, so that it may be weakened or strengthened or judged 
thereby, would be inconsistent, as I say, with efficiency, with practice, 
and with the true theory of complete parliamentary responsibility for 
departmental action. This is, in my opinion, implied as the legitimate 
and proper consequence of any department being vested by statute with 
authority to make determinations. 


I should lke to comment on the third point: The personal signature by the 
delegate is unnecessary: that is, the personal signature of the Minister delegating 
his authority to me is not'a sine qua non, it is not absolutely necessary. 

In this connection see West Riding County Council v. Wilson, (1941), 2 
All E.R., p. 831. I might say before reading this that in fact all matters 
pertaining to the delegation tha't I exercise in respect of the factual conditions 
reported to me by my staff, I sign them myself; no delegation is exercised without 
my signing it. 

In the West Riding case Viscount Caldecote, Lord Chief Justice, 
remarked:— 

The letter of December 14th is signed by an official who was author- 
ized, according to the letter, by the Minister of Agriculture and Fisheries, 
and I accept that as proof of the satisfaction of the condition that the 
Muinister’s consent in writing must first be obtained. 

The further point is taken that the letter from Hole is void because 
the Minister had no power to delegate his responsibility to Hole. I do not 
read that letter in that way. Hole was authorized, according to the 
letter, by the Minister of Agriculture and Fisheries, and, in the absence 
of any evidence that he was not so authorized, I accept the letter as the 
letter of the Minister, or as the consent of the Mimister in writing. It 
is not the case that all consents of Ministers have to be signed by the 
Ministers themselves. The business and the duties of Ministers of ‘the 
Crown would very often be quite impossible if they had to sign all the 
documents in which their consent was given or their opinion expressed. 

I would also like to refer to the Point of Ayre Collieries Ltd. v. Lloyd 
George, (1943), 2 All E..R. p. 548. 

Hon. Mr. Durvis: Is that an English case or a Canadian case? 

Mr. Euuiorr: That is an English case. I should like to mention something 
about the rules which must be followed by any petson who is exercising a 
power of discretion. The courts in Canada and England have formulated 
certain rules for 'the exercise of administrative discretion. These rules, which 
we have followed to the best of our ability, may be summarized as follows:— 

Discretion must be— 

1. exercised on praper legal principles 
2. exercised in a fair and honest manner. 
Discretion must not— 
1. be against sound and fundamental principles 
2. take into account matters which are not proper for the guidance of 
the person exercising it. 
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So important have we considered the propositions which I have just 
mentioned to you that early in 1942 we prepared a set of internal instructions 
for our Inspectors, explaining the principles to be followed in making any 
recommendations with respect to assessments which might depend upon the 
exercise of discretion. I refer you to page 2 of the internal office memo- 
randum which I shall put in as Exhibit No. 7 and have passed around in a 
moment. 

I think if I may I would like to go to that memorandum now, because 
it is the working document in the field that the men are using, and I think 
we had better get close to the actual working of our division. This is a memo- 
randum which, when you get it, will show you exactly how we carry out the 
exercise of discretionary powers. This is the usual practice in our Division: 
there is no other way of sending a memorandum to the nineteen inspectors 
across Canada, informing them how to behave in their work, and that is really 
what this is. While it is marked “strictly confidential’ I would not like to 
withhold from this committee anything we have. The word “confidential” 
to this committee is really out. There is only one confidential thing in our 
Division from this committee, and that is the individual and corporate returns 
of taxpayers. That word “strictly confidential” at the head of this statement 
is just out. May I read it, Mr. Chairman? , 


DISCRETIONARY POWERS OF THE MINISTER 


The Income War Tax Act and the Excess Profits Tax Act provide 
in many cases for the exercise of some discretionary power by the 
Minister. The cases arising frequently are those concerning the amount 
to be allowed for depreciation, salary, chief business under Section 10, 
capital costs under Section 90 etc. etc. Altogether there are about 
thirty discretionary sections or parts of sections. 

Such discretionary powers must be exercised in a quasijudicial 
manner, that is to say, the person in whom the power is vested must 


(a) know the facts, or in cases under dispute, must 

(6) determine which are to him deemed to be the true facts; 

(c) have some reasonable knowledge of the law relating to the question 
at issue (as we all have because taxation is our business) and must 

(dq) come to a fair and reasonable conclusion, after due consideration. 


The Courts have held that wherever a person is by an Act of Parlia- 
ment given some power to be exercised at his discretion, he must observe 
the following rules: 

(1) The discretion must actually be exercised in every individual 
case. It cannot be exercised by merely making a general ruling which 
would be applicable to all cases, although that may be used up to 
the point of confirmation in the particular case in active dispute. 


In other words, you can give a general guide, but if it comes into question 
it must be exercised individually. The general guide is that we allow 10 per 
cent reserve, a 10 per cent depreciation on machinery. But it must come down 
to the individual exercise. 

For instance, we have a rule that a certain maximum percentage for 
depreciation may be allowed on automobiles, but if any taxpayer should 
claim a larger amount for deprecition it would not be sufficient to cite 
the general rule but it would be necessary to look at all the facts in the 
particular case and then decide that the usual rates are reasonable in 
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bringing out the amount to be allowed or if not, what is a reasonable 
amount in the circumstances. 


(2) The discretion must be exercised honestly and fairly. 
(3) The discretion must be reasonable and not arbitrary. 


(4) The power must not be used to recoup the Treasury for taxes 
which have been lost because of some transaction of the taxpayer not 
covered by the Act. If part of a salary is disallowed it must be after a 
fair and honest review of the taxpayer’s circumstances and because the 
salary as claimed is considered excessive for the services rendered. 


(5) The exercising of a discretion must not be influenced by extra- 
neous and irrelevant facts. For instance, salaries should not be dis- 
allowed on the grounds that the recipient is also receiving rent from the 
the employer company. Such a fact would be irrelevant to the question 
of salary. 


(6) The discretion must be based on principles correct in law. For 
instance, it cannot be said that a corporation and the person controlling 
such corporation are the same—they are separate legal entities. That is 
all the Pioneer Laundry case decided. The case otherwise was referred 
back to the Commissioner. 

If the above rules are followed the exercise of the discretion cannot 
be challenged in the courts because the court cannot substitute its own 
opinion for that of the person in whom the power was vested by the 
statute. 

However, it must be established that such person actually exercised 
the discretion, that he had all the facts available before him and that a 
decision was reached after due consideration. 

The Minister has vested in the Commissioner of Income Tax the 
powers conferred on him by the Act and therefore he is the person who 
must ultimately exercise discretionary powers so conferred and there 
should be evidence on the files that prior to the Notice of Assessment 
being sent the discretion in question was actually exercised by him after 
consideration of all the relevant facts. It is the duty of the Inspectors 
and the Assessors to see that he has before him all such relevant facts. - 

The high rates of tax make it all the more important that every 
taxpayer should be treated fairly and not arbitrarily and to insure this 
treatment with greater certainty ‘and to insure the court’s approval, it is 
proposed to proceed as follows:— 


PROCEDURE 


When the assessor in the District Office considers that a ministerial 


discretion should be exercised which will vary the income as reported by ~ 


the taxpayer, the following procedure should be followed:— 
(1) Notice to the taxpayers—This is important 

The Inspector should write to the taxpayer telling him that the dis- 
eretionary powers of the Act are about to be exercised on whatever is the 
particular problem, stating it, and invite the taxpayer to submit whatever 
evidence he thinks appropriate ‘to be considered in exercising of the dis- 
cretion. If the taxpayer or his representative comes in person to discuss 
the matter a careful memorandum should be made of the conversation 
and if deemed advisable, a request made that the taxpayer also set forth 
his arguments in writing, (if not already on file). The taxpayer should 
submit his memorandum or letter in duplicate. 


Won 


TAXATION 75 


(2) Notice to Head Office— 


A separate memorandum must be attached to the T.20— 
—the T.20 is just an internal document, like a letter, which passes between 
TS 
—identified “Re Discretion”, setting forth all of the facts and attaching a 
copy of the taxpayer’s submissions and also containing recommendations 
from the district office. This memorandum should be signed by the 
assessor and the chief assessor and/or the Inspector. 


If the matter has come before the Independent Audit) Review Board it 
should also be signed by them. That is an internal board that is revolving. 
There are three senior auditors on it and all returns have to come before this 
board. If any one of such persons is fundamentally opposed (i.e. not in 
quantum but in principle) to the others, he should submit a separate mem- 
orandum setting forth his views. 


(3) Form T.20—Discretion 


The factual discretion as a determination will be set forth bluntly on 
“Horm T-20 Discretion” in duplicate, (a sample is attached hereto) and 
forwarded with the T-20 “Discretionary”? memorandum for the signature 
of the Commissioner. It is to be particularly noted that this Form T-20 
is not to give any reasons for the disallowance or to refer to any mem- 
orandum to Inspectors or other memoranda but as stated is to set forth 
the determination bluntly as closely as possible following the sample 
referred to. These T.20-Discretions will come forward in duplicate, one 
original to be detached and filed, alphabetically, at Head Office, in a 
separate carton for future reference in case of appeal or court action. 


I pause to say that the form T-20 on which the determination is set forth 
bluntly has on the back of it the reasons why discretion has been exercised in 
this way, but when we go to court we do not give those reasons that are stated 
on the internal memorandum; we just take that part off and say: There is the 
discretion, there is the answer and there is the signature. That is all that the 
court gets because the court has no right to those documents back of the 
exercise of discretion. 


(4) Head Office Procedure 


The Head Office assessor will then either sign the recommendation 
of the District Office or endorse a memorandum thereon, or attach a 
separate memorandum. The “T-20-Discretion” in duplicate will then 
be submitted to the Commissioner with the duplicate District Office 
Memorandum. If further particulars are required by Head Office before 
submission to the Commissioner for signature, such will be requested from 
the District Office as usual by either a T-16 or by letter. If a legal 
opinion is required this will be submitted by one or more members of the 
legal staff. 


(5) Original “Form T.20-Discretion” to be signed 


The Commissioner in the name of the Minister of National Revenue 
and under statutory delegated, authority will then sign one of the 
Original “Forms T.20-Discretion” which will be on file in Head Office, 
as stated. 

If the question of exercising the discretion initially arises in Head 
Office the T-16 will be returned to the District Office requesting them to 
write the taxpayer and proceed as outlined above. 
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The T-16 is just a list of the forms that come in. 


The idea is that there should, indeed must, be on file evidence that 
there was a pause before exercising the discretion, that the pause was to 
give the taxpayer notice of the pending exercising of the discretion, that 
the taxpayer had an opportunity to submit his considerations, facts and 
reasons and other material and that in the light of these the Minister 
or the Commissioner then made a determination by exercising the power 
of discretion in relation to the very matter that was the subject under 
consideration. 

As the members of the District staff are in the best position to judge 
the facts and circumstances, it is expected that in most cases their report 
will be the deciding factor. Thus it is important that the report be 
carefully prepared and be as complete as possible. 

The above procedure is only required when it is found that the return 
as submitted by the taxpayer should be changed and the tax increased 
by reason of the exercise of the discretionary power. 


In other words, it is not required for a 10% depreciation on machinery 


or something that is well understood and not disputed by anyone. 


It is to be observed that dissallowances of a minor character in 
regard to depreciation claimed are quite frequent. In view of this, 
the procedure hereinbefore referred to of forwarding Form T-20 Dis- 
cretion may be dispensed with unless the amount involved is fairly 
substantial. Where, however, (be the amount of the proposed dis- 
allowance large or small) you have reason to believe that the disallow- 
ance will be objected to, the Form T-20 Discretion must be’ completed. 

What is a substantial amount or what is a small amount is a 
matter of judgment but in exercising the judgment, it should be 
remembered that an item in a particular year might, in itself, be 
small, but if the determination of the discretionary matter is to be 
effective from year to year, or an apparent considerable number of 
years, then that which is small in a particular year becomes substantial 
by reason of future rights being involved, which future rights may be 
in amount larger or smaller than the amount in respect of which the 
discretion in the particular year is to be exercised, or may be the same. 

The point is, future rights are involved. 


What is a small thing to-day may be cumulatively large. 


If the matter pertains only to one year, then the amount under 
consideration would necessarily have to be much larger than if future 
rights were involved, because it is only to be dealt with once. 

A lead as to what is a small amount for one year or what, though 
small for one year, is large because of its continuing future application, 
or what is a substantial amount, even for one year, cannot be given, 
because this memorandum deals with the exercise of the discretion in 
such a possible variety of circumstances, so the amount being large or 
small will be determined as such by the District Office acting as reason- 
able persons having regard to other like related circumstances, in other 
or analogous businesses. 

In any case where discretion arises and the taxpayer has consented 
in writing to the proposed disallowance, the Inspector will report accord- 
ingly on T.20 and in that case the T.20 Discretion Form will be 
dispensed with. | 

For your information and guidance in principle there is attached 
a general memorandum on the subject of “Discretion”’. 
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Now I should like to read this, because it shows our attitude on discretion. 
The various members of your staff, and particularly the assessing staff 
which have to assist in the exercise of a discretion, should take note of 
the following extracts from a long standing decision in the English 
Courts— 

The Court of Appeal held, by a majority, that it was contrary 
to natural justice for the Minister to dismiss the appeal... without 
giving him (the appellant) a chance of being heard; ...But the 
House of Lords held that he had no right to object to the Minister’s 
Order on these grounds. 

Lord Haldane stated— 

Those whose duty it is to decide must act judicially. They 
must deal with the question referred to them without bias and they 
must give to each of the parties the opportunity of adequately 
presenting the case made. The decision must be come to in the 
spirit and with the sense of responsibility of a tribunal whose duty 
it is to mete out justice but the procedure of each tribunal need 
not follow the same lines. 


Finally Lord Haldane expressed the view that the Board was not 
bound to hear the appellant orally provided he had the opportunity 
(which was in fact provided) of stating his case. 

Lord Shaw rejected the claim that the appellant was entitled to 
an audience of the particular judge or judges of his appeal, when these 
had been identified, in order that he might have a personal hearing 
which should survey the whole of the material available, and disclose 
the report made on the public local inquiry and the views put forward 
thereon, by the Inspector who conducted it, for the guidance or con- 
sideration of the department. 


In other words, these documents are confidential. 

“Tf such a disclosure were compulsory” said Lord Shaw, “it would 
place a serious impediment upon that frankness which ought to obtain 
among a staff accustomed to elaborately detailed and often most delicate 
and difficult tasks. The same argument would lead to a disclosure of 
the whole file containing the views of the entire hierarchy of inspectors, 
secretaries, assistants, consultants and other officials who had considered 
the matter, many of whose opinions may differ but all of which form 
the material for the ultimate decision.” 

To reveal the process by which this corporate opinion was gradually 
evolved in the department would, he thought, be not only inconsistent 
with efficiency and existing practice, but also with the theory of Parlia- 
mentary responsibility for departmental action. 

It was made clear that a Government department entrusted by an 
Act of Parliament with the exercise of judicial functions need not follow 
the methods adopted by Courts but may employ any rules that appear 
fair and reasonable for the transaction of business. 

Thus an Administrative Tribunal need not furnish an appellant with 
the reasons for its decisions, but may merely announce the conclusion, 
whereas it 1s the strictly followed custom, in the superior courts of 
justice, at any rate, to explain at length the reasons which have led 
the judge to form his decision. Nor need particulars be furnished of 
the evidence on which the conclusions of the department are based. 

Again, the decision of a government department exercising judicial 
functions need not be conclusive, as in the case of a court. The enquiry. 
may be reopened at any time by the department and the decision revised. 
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Also, the rule that a fair opportunity be given to each party to 
present his case is one which will invariably be applied to every tribunal, 
no matter how wide its powers or how complete its discretion. 

No restriction was imposed save that attention should be paid to 
what has been called “natural justice’. It was said in one case that 
vibias impossible to lay down the requirements of ‘natural justice’ but 
the phrase is actually employed to denote two or three elementary prin- 
ciples which, according to English ideas, must be followed by all who 
discharge judicial functions. Thus, it is ‘against natural justice’ to arrive 
at a decision before both parties have had an opportunity of stating their 
case. No one must be condemned. unheard.” 

Questions involving conceptions of economic justice which would not 
be admissible in the trial of a private claim in an ordinary court of 
law, have played an important part in determining the questions arising 
under the Income War Tax Act. 

The Income Tax administration is composed not of judges but of 
ordinary citizens functioning under a public statute, administering, on 
the evidence placed before them, economic justice. They are all public 
officers responsible to the Minister in charge of the Department, who is 
responsible to Parliament. Each such officer is in a sense an administra- 
tive tribunal, in the administration or conduct of public affairs, with 
power to consider questions primarily of fact within the ambit of the law 
and the wide powers of discretion given them. 

Their decision, upon appropriate ‘approval, becomes binding on 
private persons, affecting their private rights. Such administrative officers 
should not make decisions without giving an opportunity to the persons 
affected of being heard but need not delay if that person does not take 
advantage of the opportunity to be heard. 

Where property rights are involved, as in Income Tax matters, the 
Courts regard the proceedings of the tribunals, and this would include 
the District Offices, as being in the nature of judicial proceedings, although 
the forum is a wholly domestic one and in no way bound by so-called 
judicial procedure. Those acting judicially, however, are required to 
administer natural justice and natural justice should be despensed by an 
unbiased and impartial mind, which officers are required to bring to their 
tasks. 

Such minds should tbe free from financial interest in the controversy 
for an officer should not act where he has a personal interest of a financial 
or property character. Neither should he act in the position, due to bias 
or prejudice, of accuser and iudge. 

Therefore, provided the officers adminstering the Income Tax Act do 
not infringe the simple provisions relating to natural justice, as referred 

to, they are free to arrive at whatever decision, having regard to the cir- 
cumstances and facts, they choose to think proper and to recommend 
accordingly for its adoption. 

Our records should show that an opportunity was given to the tax- — 
payer to consider the proposed changes before they were actually made 
and if that is done and the simple elements referred to have been adhered 
to, the exercise of thé discretion will not be subject to alteration upon 
review by any Court. They will only alter where natural justice has 
been infringed. It is right that then they should. 


I read that lengthy document because I want you gentlemen to get a com- 
plete understanding of our earnest endeavour to instruct many persons, in many 
parts of Canada, who are assisting in the administration of the law, that they . 
must have a sense of responsibility, a a sense of justice, and realize that they are 
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dealing with matters wherein the taxpayer has certain inalienable rights which 
we must not infringe, and that if the taxpayer thinks we do infringe them he 
should have an appeal to a court of justice for the determination of his rights. 
We earnestly endeavour to instruct our officials in these important duties that 
touch so deeply the affairs of our people. The procedure is laid down to ensure 
that the taxpayer gets notice and is given time to think the matter over. The 
taxpayer is also invited to come into the office and go over the matter in dispute. 
We try to make it plain to him that he is not dealt with abruptly or arbitrarily. 

Now Mr. Chairman and honourable senators, you will note that in the 
memorandum of instructions I just finished reading we have taken pains to make 
the rules readily understood and explicit. In doing so we have perhaps made 
them even more restrictive upon the Minister than the Courts’ judgments would 
require. We have done so, however, to ensure that ‘the taxpayer got his full 
measure of justice under the law. 

I believe that we have kept our administrative procedure, in practice as well 
as in theory, strictly within the limits of proper discretionary action as laid down 
by the Courts. The grounds for my belief are twofold: 

First, we have filed the inter-office memorandum to which I refer in the 
Exchequer Court on a number of occasions as part of the evidence submitted 
on tax cases. No unfavourable comment has been received in respect of it. Nor, 
I might add, has any favourable comment been received. 

Secondly, we have taken six cases to the Exchequer Court and the Supreme 
Court of Canada in the course of our administration and have so far only lost 
on one occasion. This was the famous case of Pioneer Laundry and Dry Cleaners 
Ltd. v. Minister of National Revenue, 1940 A.C. p. 127, in which the Privy 
Council informed us that we had violated a fundamental principle of law by 
ignoring the rule in the case of Solomon v. Solomon that a corporation is a 
separate entity from its shareholders. That is all that the Pioneer Laundry 
case decided, and the matter was referred back to the Minister to exercise his 
discretion. 

This seems to be strong evidence that wherever the discretionary powers 
have been exercised they have been properly exercised according to the law. 
This is not to say that they are always desirable or that their exercise is always 
in the taxpayers’ favour but rather that, in so far as Parliament has conferred 
administrative powers upon the Minister and those powers have been delegated 
to me, I have used them on all occasions in a manner consonant with the rules 
established by the Courts and, as you have noted from the above memorandum, 
in most cases those rules have been narrowed to restrict me even further. 

While on the subject of the memorandum, I should draw your attention to 
the penultimate paragraph on page 2:— 

The Minister has vested in the Commissioner of Income Tax the 
powers conferred on him by the Act and therefore he is the person 
who must ultimately exercise discretionary powers so conferred and 
there should be evidence in the files that prior to the Notice of Assessment 
being sent the discretion in question was actually exercised by him after 
consideration of all the relevant facts. It is the duty of the Inspectors and 
the Assessors to see that he has before him all such relevant facts. 


In closing I feel that I cannot do better than quote a very telling remark 
of W. A. ‘Robson found in his book entitled “Justice and Administrative Law” 
at p. 74:— 

» The executive official, be he inquisitorial, or regulatory, or originative, 
possesses an inherent right to initiate action by his own motion. Adminis- 
tration without initiation is almost unimaginable in present circumstances. 
The administrator does not originate continuously; nor does he always 
originate wisely or effectively. But it is nevertheless an undeniable fact 
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that. every administrative body has what an American writer calls 
‘a continuing responsibility for results’ of a sort which is unknown to 
the judge. “It must ferret out violations, initiate proceedings, and adopt 
whatever proper methods are necessary to enforce compliance with the 
law.’ This duty of spontaneous, self-motivated activity may be contrasted 
with the enforced passivity of the judge, who must wait, spiderlike, till » 
someone enters the web of his jurisdiction. 


That concludes my remarks on the delegation of authority and the exercise 
of discretion. Perhaps I went into these matters in. a little too much detail, but 
I thought it was well to do so because I have heard so much about the hundred 


discretions. I do not know whether there are one hundred discretions authorized 


in the Act but a good deal of discretionary power is given in connection with 


one subject and another. The number of times this is mentioned with regard 
to any particular subject can be counted. 


I believe the categories of discretion should be better set forth. The figure 


of 100 is rather a broad and loose statement. I will now put in a statement 
on categories of discretion. 


1. Allowance of Reserves 


(a) Depletion 

(6) Depreciation 

(c) Bad Debts 

(d) Inventory reserves (E.P.T.) 


. Limitation of Expenses 


1. Expenses 
2. Salaries 
3. In capital expenditure allowance 
4. Interest. 


. Determination of true nature of transactions where lessening of tax 


may be involved with reference to companies and individuals. 
1. Inter company purchases and sales. 

2. Value of shareholders’ property transferred to company. 

3. Unreasonable payment to non resident companies. 

4. Transactions between husband and wife and parent and child. 


. Determination of nature of income 


1. Interest portion 
2. Tax free living allowance. 


. Determining nature and effect of certain legal documents (mortgage 


and international agreements). 


. Approval of Pension Schemes. 
. Minor Administrative Discretions. 


1. Extending time for making return. 

2. Require production of letters and documents involved in assessment. 
3. Require keeping of books. 

4. Demand payment of taxes for a person suspected of leaving Canada. 


. Regulations to carry Act into effect. 
. Waiving penalties. 


1. Failure to file return. 


10. Determination of Standard Profits. 


(a) Commencement of business 
(6) Nature of business. 
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11. Adjust Standard Profits. 
1. Basis of partial fiscal period. 
2. Alteration of capital. 
12. Direct a reference to Board of Referees in case of new or substantially 
different business. 
Hon. Mr. Vien: Are they all provided for in the Act? 
Mr. Exutotr: They are all provided for in the Act. 
Hon. Mr. Vien: Could you file a memorandum indicating the references 
to the sections of the Act. 
Mr. Exxiorr: With a good deal of reticence I say yes. 
Hon. Mr. Vien: I would like to ask Mr. Elliott, what are the other parts 
of this presentation? 
Mr. Exxiorr: Perhaps Mr. Chairman, I might ask the senators if I am 
behaving myself properly. 
Hon. Mr. Haypsn: So far. 
Some Hon. Senators: Oh, oh! 
Mr. Exuiorr: I am bringing forward a good deal of material; perhaps I 


am producing more than the Committee would like. That would be improper 
on my part. 

The Cuairman: According to your idea, what more would you like to bring 
forward, or do you intend to bring forward? 

Mr. Exvuiotr: I thought you would like to hear something on ihe: legal 
phase, and the succession duty act and of course I have got to put in charts 
of the descriptive set-up of my whole organization. 

Hon. Mr. Vien: How many sittings of the Committee do you expect that 
would take? 

Mr. Exuiorr: On the basis on which we are now working I would say one. 

The CHarrMAN: What length of time? 

Hon. Mr. Haypren: A couple of hours? 

Mr. Exuiorr: It would take less than two hours; perhaps an hour and a 
half at the outside. 

The CuatirMAN: And the questions would follow. 

Mr. Euuiorr: They would follow after that. I would say one hour more 
would do me. 

The CHatrMAn: Perhaps we should not proceed further this morning. 

Mr. Eutiorr: If you wish to proceed until one o’clock, I am prepared to 
do so. 

Hon. Mr. Vien: I think it would be time for adjournment, if the Senate 
is to sit this afternoon. 

Hon. Mr. Hata: I am willing to stay here forever for that matter. 

The CHArRMAN: What is the desire of the Committee? 

Hon. Mr. Vien: I move we adjourn until after the House adjourns this 
afternoon. 

The CHaAtRMAN: The Senate will be sitting all afternoon. 

Hon. Mr. Vien: Then to-morrow morning at 10.30. 

Hon. Mr. Hata: To-morrow morning the Railway Committee sits to hear 
Mr. Howe, and I presume Mr. Symington on the Transport Bill and the other 
three bills. 

Hon. Mr. Vien: At 8 o’clock to-night we could convene and conclude Mr. 
Fraser Elliott’s remarks. 
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Hon. Mr. Crerar: I think we should sit to-night. We should get along as 
quickly with this matter as possible. 

Hon. Mr. Vien: I would make the motion that we adjourn until 8 o’clock 
to-night. 

Before we adjourn I would like to move the motion for amending our order 
of reference, of which I gave notice the other day, that we should refer it to the 
House for concurrence. 


(Carried. ) 

The Committee adjourned until 8 o’clock to-night. 

The Special Committee of the Senate to consider the provision and workings 
of the Income War Tax Act, Hitc., resumed this evening at 8 o’clock p.m. 

Hon. Mr. Ever in the Chair. 

The CuarrmMan: Gentlemen, as we have a quorum, I will ask you to come 
to order, please. 


Mr. C. Fraser Elliott. resumed. 

Mr. Extuiorr: Now, Mr. Chairman and honourable senators, I think I said 
on the adjournment at the last meeting that I would take up the Legal Division. 
I am not going to make a very elaborate statement on the Legal Division. 
I am going to state very shortly and in a statistical manner just what its work 
is, and the position in which it is. 

The Legal Branch is more than its name implies. It is also an administra- 
tive division. It has a staff of 40, 13 of whom are professionally qualified 
lawyers. It deals with all the correspondence that comes to Head Office that 
requires the determination of a legal question. I may say the number of letters 
and documents received and answered will be approximately 12,000 for the 
current fiscal year. It also answers all the questions that are raised by the 
Audit Staff in the examination of taxpayers’ affairs, whether the question is 
raised in the field and sent to Head Office or raised by Head Office assessors 
themselves. These are dealt with by submitting a memorandum ‘to the Legal 
Division for decision. It also handles all legal process for false returns, failure 
to file returns, and failure to pay tax. 

People generally believe that the Legal Branch deals only with appeals 
but, as indicated, this is wrong, as one of its regular duties is to keep the 
Department in every direction on a well-founded legal base. Needless to say, 
interviews are a major part of the activities of this branch, as many of the 
legal members of this committee are aware. The handling of appeals shows 
that we are approximately on a current basis, so far as anything legal can be 
on @ current basis, because once the matter gets into the channel of legal action, 
members of this committee are aware of the legal delays. Appeals are of two 
kinds. The vast majority are simply lodged for the purpose of protecting the 
taxpayer’s right against a possible statute bar or as a basis for discussion of a 
difference of view, very often relating simply to the facts, but whether of facts 
or law, appeals are filed as a means of getting some reasonable delay wherein 
the taxpayer may, by himself or his representative, discuss the matter at an 
appropriate time with the Department. Some, however, are genuine appeals 
based on different viewpoints of the law. 

In the fiscal periods ending March, 1944, 1945 and up to 10th November, 
1945, 1.e., in the 1946 fiscal period, or in 31 months we received 2,160 appeals. 
During the same period we disposed of 2,098 appeals. This represents a rate 
of disposal amounting to 97 per cent but the 3 per cent lag is misleading 
Inasmuch ‘as in the last year and a half the rate of disposal of appeals has 
greatly exceeded the inflow. However, what I do wish to leave with the 
committee is that in the main the flow of appeals is dealt with in an increasingly 
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expeditious manner, and I think this will be found to be so on a further 
examination by the committee. 

As a trend of the times, I might say that in the present fiscal period we 
are disposing of appeals at a rate much in excess of that at which they are 
received. For example, for the seven months of the present fiscal period we 
have received 540 appeals and have disposed of 723. In more detail I give 
the committee the following table:— 


1945-46 to 
1943-44 1944-45 10/11/45 Total 
On hand 31st March, 1943......... 608 
EVABOIV OMe onthe noni rah tetra ih aici uc ny 2. 912 708 540 2,160 
2,768 
PRPSEMS ECE ROTA CRO m aU mr ua Wis a 505 870 723 2,098 
On hand 10th November, 1943.... 670 


Hon. Mr. Bencu: Mr. Chairman, while appreciating the ruling which you 
gave earlier this morning on the expression of opinion of the committee, it seems 
to me that at a point such as this it might be proper to ask through you a 
question. I do not know whether the witness, Mr. Elliott, means final disposition 
or departmental disposition of an appeal. 

Mr. Exuuiorr: Final. 

The CHAIRMAN: This is not to be regarded as a precedent. 

Mr. Crerar: Stick to that, Mr. Chairman. 

Mr. Exuiorr: Final, dispensed with, closed. 


Over and above these appeals we have received 158 appeals under the 
Excess Profits Tax Act, which are clearly protective appeals and will disappear 
when the standard profits of the appellants are determined. We do not count 
them as real appeals. 


In the administration of any business, be it individual, corporate or 
Government, honourable senators realize that there is nothing more important 
than the certainty that all things done are within the requirements of the 
- law and that even performing duties within the ambit of the law, particularly 
in cases of Governments, it must be done in a manner that will convey to the 
party on whom the duty is imposed that it is the law that speaks and not 
the administration, which is only the instrument of the law. The Governments 
in themselves are so powerful that there is often a feeling among people that 
by sheer force of that overall concept of power, something is done which, were 
it not a Government, could not be done. 


In other words, corporations and individuals would not act in such a 
manner. Now, this is a belief that should be dispelled. Though Governments 
are regarded as powerful, nevertheless they factually have no more power 
than is given by the laws enacted in accordance with well-established consti- 
tutional principles. I should like it to be known that the Taxation Division 
is always ready in cases of doubt to give that interpretation which will 
resolve doubtful matters in favour of the party who otherwise would be 
required to bear the burden. On the other hand, it is equally true that if 
the person bearing the burden is clearly within the ambit of the law, then 
the burden must be borne and it is not within the power of the administration 
to extend relief. Then again, if the person is free or beyond the letter of the 
law, no matter how much, from an equitable point of view, he should be 
brought within the ambit of the law, the administration has no power on 
that equitable belief, to bring the person within the law. In short, he is free. 
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Contracts beween individuals can be adjusted by the individuals, but 
the statute applies not to one individual but to multiple persons, even in the 
millions, and a decision therefore must be made in regard to any point raised 
by a single taxpayer having in mind that whatever that decision is, it must 
apply with equal force or belief in respect of all other taxpayers who are not 
present at the particular argument on a particular issue. — ite 

In other words, every decision is substantially a multiple decision. The 
incidents of the law as they evolve through interpretation of the sections 
of the law must find their impact in an equal manner on every person within 
the jurisdiction. This concept is not realized by any taxpayers who bring their 
particular affairs to the Division and, having regard to related or extraneous 
circumstances, not germane to the taxing law itself, request that something 
be done for them administratively. It should be realized that this is quite 
impossible. One must be in a position at all times to look any taxpayer 
in the eye, no matter how onerous the extraneous facts may be, and say with 
great certainty that that which is being done to him according to the law 
is equally being done to all other persons within the ambit of the law. 

The reputation of the Department is sometimes jeopardized in the sense 
of being harsh by persons who, seeking clemency, by reason of extraneous facts, 
cannot find it, and believing in principles of equity, feel aggrieved that their 
concept of equity was not granted. 

It would be desirable if all persons could fully appreciate this fact, and 
no matter how sympathetic one may be towards this or that general situation, 
nevertheless administrators are bound by the law in exactly the same manner 
as the taxpayer is bound by the law. A departure from this concept is the 
first step towards shaking the whole administration because it is impossible 
to grant to one and not grant the same privileges to all. 

Finally, it should be said that at all times, in every branch of the 
administration, we not only seek to give that service which has become tradi- 
tional throughout the Civil Service of Canada, but in all our interpretations 
and actions we seek to give that fair, large and liberal interpretation which 
will best attain the true intent, purposes: and meaning of the law. 

My honourable friends will recognize that last short statement as coming 
out of the Statute of Interpretation, chapter 1 of the Revised Statutes of Canada. 

Now, Mr. Chairman and honourable senators, that is the comment on 
our Legal Division statistically, and just to touch on how the Legal Division 
must interpret the law and bring all taxpayers who are within it uniformly 
and equally to equivalent treatment one with the other. 

Now, if I may I should like to deal equally as shortly, or even more so, with 
succession duties. I quite realize, Mr. Chairman, that this is not within the 
ambit of your Order of Reference, but it is within the administrative activity, 
and I think it is work that should be met. 

The Dominion Succession Duty Act received Royal Assent on the 14th June, 
1941, and became operative as of that date. Succession duties are mentioned 
only to show the position of the work in the Taxation Division. I shall give 
you a few statistics and record them by handing in a statement, showing returns 
received—assessable and non-assessable; returns assessed, collections, etc., and 
giving you the average of our yearly work by the number of returns received 
and the number dealt with. The work is very substantially current, in fact 
remarkably so. That is, we are about one month behind, but this lag is rapidly 
being overtaken. 2,500 returns are regarded as being our current work. We 
always have that many on hand. As everybody knows, Succession Duty is a tax 
on the estates of all persons who die domiciled in Canada and on non-resident 
decedents having assets in Canada. The international double taxation feature, 
so far as the United States is concerned, has been substantially eliminated by 
reason of the Convention of 1944. No doubt conventions will be entered into 
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with other countries, and there are feelers to that end. It is a very desirable 
feature when the laws have such onerous rates in them. If I may, Mr. Chairman 
and honourable senators, I should lke to hand in this statement of Succession 
Duty Statistics in order that you may have a general view. Taking the activities 
over the period June 14, 1941, when it started up to September 30, 1945, within 
that span the number of dutiable returns received was, if I may give you round 
figures, 48,529; the number of non-dutiable returns received was 135,000, making 
a total of the number of returns received of 183,000. The number of dutiable 
returns assessed was 46,000 out of 48,000, and the number of non-dutiable 
returns assessed was 132,000 out of 185,000. The total number of returns 
assessed was 178,000 out of a total of 183,000. 


Exurpir No. 8.—Statement of Succession Duty Statistics. 

Now, the collections during that period amounted to $66,240,000. It runs 
about an average of $15,000,000 per year. 

‘Now, gentlemen, I shall not read any more of the statistics upon this sheet 
before me, but I think you might be interested when you study the exhibit itself, 
which is contained in the record. 

Succession Duties, you all must realize, is not exclusively in the hands of 
the Dominion. 

Hon. Mr. Hate: Tell us something we don’t know! 

Mr. Exvuiorr: I was going to build up a hope. 

Hon. Mr. Haypen: Do you mean a hope that you are going to abandon it? 

Mr. Exuiotr: If we are going to start the wrong way, I had better abandon 
it! That is really the end of my remarks. 

Going back to my opening introduction, when I asked the question: What is 
- this organization? And in endeavouring to bring to your notice what this organ- 
ization is, I have made some general notes on the organization itself. Next I 
dealt with the simplification of laws and forms, and indicated that you might 
find some difficulty, even as we have. I pointed out the staff situation, and the 
shortages that we sufier. Then I pointed out the space situation, and the 
shortages we suffer. I dwelt upon tax deduction at the source at some length, 
because it is a brand new feature in our law, and impinges in a marked way 
upon people who work for wages and salaries. Then I dealt with assessing, and 
gave you a statistical report on that as well as some comments on the meaning 
of the word ‘assessment,’ and how the law relating to Excess Profits Tax was 
two years late in its major feature in getting started. Then I dealt with the 
refunds we have to make, and I observed that they are mentioned in tonight’s 
newspaper. The next thing I dealt with was the refundable portion of the 
Excess Profits Tax and other taxes, and mentioned that they are about $444,- 
000,000. Now I have touched a little upon the legal side of our administration 
and have indicated that we also have Succession Duties. 

In closing I would like to distribute among you charts showing the organ- 
ization that takes care of all this work, and I shall make a comment or two upon 
the charts when they are before you in order to enable you to follow the chain 
of activities. The first chart I suggest that we should examine is the Organ- 
ization Chart for Head Office. You will observe that the Deputy Minister is 
at the head, and on the left wing are four boards substantially independent: 
the Board of Referees under the Excess Profits Tax; the War Contracts Depre- 
ciation Board; Wartime Salaries Advisory Committee—I should indicate that 
I am the Salaries Controller for Canada—and, lastly, Business Classification 
Committee, Excess Profits Tax Act. I do not think this committee is familiar 
with the last board. JI think you know the others. The Business Classification 
Committee has arisen by reason of the recent amendment to the Excess Profits 
Tax law whereby if a business substantially changes the character of its activ- 
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ity it does not have to continue with the standard profits it had given to it or 
in its own right had under the business as carried on for, say, 1940, 1941, 1942, 
1943. The business changes, and they go into a brand new business. For 
instance, a diamond merchant. imported diamonds into Canada, and was a 
diamond vendor. The war came on, and in due course he decided to be a cutter 
of diamonds, and set up an organization and personnel and proceeded to cut 
diamonds. Then he said: ‘The standard profits which I had as a vendor of 
diamonds would not-do me as the standard profit as a cutter of diamonds. They 
are two businesses: one is selling merchandise, and the other is manufacturing 
merchandise.” So he puts in a brief that they are engaged in a different busi- 
ness, and that brief is sent to the Business Classification Committee, which is 
made up of about seven persons: one from, our Division, two from M. & §., two 
from Mines and Resources, one from Trade and Commerce, one from National 
Research. It is a diversified board with no business connections whatsoever; 
it is composed wholly of senior Government servants who have no incentive to 
put this person or that person out of business, or to be hard on this one or that 
one. They hear evidence and make a report to the Deputy Minister, stating 
whether or not there was a factual change in the business that should be recog- 
nized. The cases under that board are growing. That amendment was made 
only a year ago, and naturally, as people shift into new businesses with the 
same old corporate structure they come to us to get a standard profit as a new 
business. This is one of the discretions of the Minister. If the Minister finds 
that a new business is carried on, then he may refer the business to the Board 
of Referees. If he finds it is the same old business with just a change in tech- 
nique, he does not refer the business to the board. So much for the special 
boards. 

Then we come down to the Assistant Deputy Minister (Administration) , 
which speaks for itself, and the Assistant Deputy Minister (Legal) and the 
Assistant Deputy Minister (assessing). Then we have the Director of Succession 
Duties, ond on the extreme right we have the General Executive Officer, who 
has a very responsible position. All the mail comes in to him. He distributes 
it to the appropriate places, so that it may receive early attention by those 
skilled in that particular subject. What is more important, however, is that 
when the answers come back in the main they go to this Executive Officer and 
he signs the outgoing mail in my name. Naturally he has to watch closely that 
the rulings contained in these letters are not a departure from well-established 
rulings of the Division because, if one letter gets out that contains a wrong 
ruling in it, it soon spreads. It goes to the business, and the business speaks 
to the accountant, and the accountants tells the accounting world, and soon 
that letter comes back many times over! So it is very important that the mail 
going out is scrutinized in order to see that it contains only the rulings that 
are correct. Adverting to the Assistant Deputy Minister (Administration) you 
can see the various sub-headings thereunder. It is a study. If, when looking 
it over, you desire to ask any questions I shall be glad to answer them. 

Similarly, in the case of the legal subdivision, you can see the manner in 
which it is subdivided, and also in the case of the Assessing Division. 

Now, you observe that there is a linking up and down at the bottom in the 
“Preparation of Internal and Public Forms.” That becomes a consultative 
job between Administration and Assessors, and naturally the legal Division is 
also concerned. There is however, directly under “Legal” one line I must 
explain: You will observe that that line is cut off and has nothing at the top. 
In other words, there has to be a distinct co-ordination of the legal and 
assessing rulings. They are so interwoven that they must be in constant touch 
one with the other. In our Legal Division all these letters that make rulings are 
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indexed both as to the taxpayer and more particularly as to the subject-matter, 
so that when one goes to the card index of subject-matters and a new letter 
comes in one will find the latest answer on that question in that drawer, and 
in that way we have a reference back. 

The next chart is headed “Taxation Division—Head Office’ and this is 
prepared especially for this committee and for no other purpose, but it is tied up 
with the chart that you have just examined. For instance, if you look at the 
first chart on the left you will see “Chief Accountant” and on the second chart 
under “Assistant Deputy Minister (Administration)” the Chief Accountant’s 
duties are enumerated: “Receiving remittances from District Offices and remitting 
to Receiver General. Maintaining control accounts with District Offices of cash 
received and taxes levied.” Of course, that is a very important matter in order 
to make sure that the Head Office is continuously in balance with District Offices 
across Canada. In the District Offices there is a daily balance, and between Head 
Office and the District Offices a quarterly balance, and we have no trouble 
whatsoever in keeping our proper balances. When I say we have no trouble, 
like all accounts they have this and that getting out of balance, but we have 
always come into balance; we have never had to make a special entry, or a 
journal entry as accountants like to cal] them, and doctor up something. That 
again is a study for you, and you can take it to your rooms. 

The third chart refers to a Department outside of ours. It is headed 
“Organization Chart of a Typical District Office.” It does not fit every office. 
In the administration of well-founded, like-minded and capable men, of which 
there are nineteen across Canada, my thought is that you give them the basic 
outline of what they should do but you do not cut off their own individualities 
and their own short-cuts and methods of doing a thing that they find expedient, 
perhaps because of the lay-out of their office. So this is a*typical chart. When 
you visit our offices, as I hope you will, you will find they are not all like this, 
and could not be. The Toronto District Office is laid out on two floors, the whole 
length of a block running from Yonge street west to Bay street, which is a very 
long block, and there is a long corridor on the first floor and another long 
corridor on the next floor up. Those are special circumstances. If the office is 
on the square plan, you can really lay out the floor space efficiently and follow 
Le flow of the work. This is a typical office and does not fit exactly every 
office. : 

The last chart ‘before you is a map of the Dominion of Canada showing 
the various district offices that we have throughout Canada. The numbers, of 
course, relate to the legend at the foot on the left side. The irregularity with 
which our districts were laid out many years ago is explained by the fact that 
they followed substantially the railways so that mails could move into the 
central offices with a minimum of exchange of mail from one line to another 
line and thus avoiding that delay. As many of the honourable senators may 
know, there was tabled in the House of Commons a few nights ago a proposal 
to subdivide these nineteen districts into thirty-two districts. That proposal 
was made after a very careful examination by three gentlemen, two of whom 
were outside of the Government altogether. I think I would like to comment on 
that for a minute in order to establish confidence in that report on the part of 
the honourable senators and any other persons who are interested. In the course 
of the war, when there was a great upswing of numbers and of money of tax- 
payers received, it was common sense that something should be done to bring 
the district offices closer to the people. Money was being deducted at the source, 
and many of them sent in cash, and we had more cash in our office than we ever 
had before. We did not like it, but there it was. It amounted to many thousands 
of dollars, gentlemen. In my judgment the people must be served with a little 
closer contact by the district offices. So in order to bring about in the most 
reasonable manner possible, after fully setting out the need for it, I suggested 
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that we should not call in the C. M.A. or the Chamber of Commerce or labour 
organizations or farmers’ organizations, or any such organizations, nor should 
we call in businesses that might have an interest, nor call in people in public life 
to their embarrassment, because you and I know that if they were members of : 
Parliament they would have to satisfy their constituencies and might be influ- 
enced thereby, might be moved by something other than sheer efficiency in 
the matter of the location of the district office. So it was decided to ask the 
Sun Life, to give us a man. They gave us their overall planner, a Scotsman, 
whose services were free of cost. The next thing was to discover another man 
who was not very close either to taxes or to these special interests, so we thought 
the Bell Telephone was close to the public, and we asked the Bell Telephone 
if they would supply a man for this purpose. They gave us one of their vice- 
presidents, a Scotsman,—I do not know why I say “a Scotsman,” because that 
may be for me or against me! 
Hon. Mr. Hate: That is only natural. 


The CuamrMAN: Favouritism! 

Mr. Exuiorr: Then Mr. Wood made the third member of that board of 
that board of three. These gentlemen from the Bell Telephone and Sun Life 
had their expenses paid and nothing else. They worked for many months, going 
to all parts of Canada, and in my judgment they have made a splendid report 
which I considered very favourable and with which I am heartily in accord. 
Several months were required to prepare the report, and I commend that report 
to the Government and to everybody who reads it. It cannot be put into effect 
all at once. It is too big a shift in administration suddenly to supply a district 
office and take the personnel and ship them to some other place. It has to be 
done in an orderly well-timed manner. Therefore, gentlemen, do not think that 
to-morrow there will be thirty-two districts established, because there will not; 
it will be some long time before they are established. A gentleman spoke to me 
about closing certain sub-offices, but they will not be closed to-morrow and may 
not be closed at all; but it is a recommendation by people who have no other 
interest whatever but to serve Canada to the best. of their abilities in the location 
of these offices, entirely free from any special influence. These gentlemen had 
no axe to grind; they desired only to give us the best report possible for the 
kind of work we do. 

That is the close of my remarks, Mr. Chairman, and again I would like 
to say, as I said in the beginning, that the Income Tax Division welcomes the 
inquiry. May I repeat our offer to give you every assistance. We are all 
Canadian citizens, each serving the country in accordance with the place we 
occupy and likewise in accordance with our abilities. We serve with one end 
in view, namely, the welfare of Canada and her people. However, the privileges 
and rights we have must be paid for according to his or her ability to pay, and 
the administration of the law; also the subdivisions of the work and the officers 
in charge of them. That work will always be thought of and carried out with 
the highest motives possible. I thank you, Mr. Chairman, and thank you, 
honourable senators. 


Some Hon. Senators: Hear, hear. 

Mr. Exxiorr: There is one more exhibit. I told the Hon. Mr. Hugessen 
that I would give him the story of John Doe, a taxpayer, and his new company, 
who files a return in a district office. 

Exutsir No. 9.—Document entitled “John Doe, a Taxpayer, and His New 

Company,” prepared by the Office of the Inspector of Income Daxs 
Montreal, November 9, 1945. 


_ The Cuamman: Gentlemen, I think you will all agree that Mr. Elliott has 
given us an extremely comprehensive and informative statement. I think it 
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was the understanding of members of the committee that after Mr. Elliott com- 
pleted this more or less formal statement he would then be willing to answer 
questions. Do you desire to continue with questions to-night or to postpone them 
until to-morrow? | 

Hon. Mr. Haypen: Mr. Chairman, I suggest that we might achieve greater 
continuity in the questioning if the committee had a meeting and organized its 
thinking on the matter first. } 

The CHatrMAN: I intended to call the Steering Committee together after 
this meeting adjourned in order 'to prepare an agenda for to-morrow. I think when 
the questioning does take place it should be conducted with orderliness. 

Hon. Mr. Hata: I am delighted to see the leader of the Senate here to-night. 
Probably he will suggest the time to which we should adjourn. 

The CHAmRMAN: Senator Robertson was not here on the first day, but he is 
here now. Perhaps the committee would like to hear from him. 

Hon. Mr. Rosertson: Mr. Chairman and gentlemen, I must apologize for 
the fact that it has not been possible for me to attend the meetings of this com- 
mittee because they coincided with other responsibilities, but I hasten to assure 
you that I have observed the activities of the committee with great interest, and 
I desire to echo what has been said with regard to the splendid presentation by 
the Deputy Minister, Mr. Elliott. 

With respect to the question of adjournments, I have in mind that while 
I am anxious to do everything I can to facilitate the meeting of the committee 
I am bound to point out the necessity of our making some progress with various 
standing committees, and the representation on your committee, sir, consists 
of many senators who are active on other committees. I hope that to-morrow at 
least we shall hear the Hon. Howe before the Committee on Railways, and the 
Hon. Mr. Abbott. before the Committee on Finance the following day. I am 
anxious that both of those meetings should be well attended, because we may not 
have Mr. Abbott before us again for some little time. We have set the hour 
of 10.30 o’clock to-morrow morning for Mr. Howe, and 11 o’clock on Thursday 
morning for Mr. Abbott. 


The CHarrmMan: And there is also a caucus to-morrow. 


Hon. Mr. Haire: I purposely asked Senator Robertson to make that 
statement. I now move that we set to-morrow night at 8.30 o’clock to hear 
Mr. Elliott again. 

Hon. Mr. Haypen: What about Mr. Elliott? 

Mr. Exuiorr: He is just a witness. 

The Cuairman: Why not 8 o’clock to-morrow evening? 

Hon. Mr. Haic: Eight 0’clock, if you like. 

The CHAIRMAN: Are the members of the committee content with the motion? 
Carried. 


Hon. Mr. Bencn: I hope the gentlemen of the Press who are present will 
take notice of the fact that the Senate has so much work to do that it cannot 
attend all the committee meetings that have been arranged: 

Hon. Mr. Haypnn: I think you should note that there is likely to be a 
continuing vacancy on the Steering Committee, Mr. Chairman. 

The CHatrMAN: Do you refer to Senator Hugessen? 

Hon. Mr. Haypren: Yes. 

The CHAIRMAN: Perhaps we might appoint another member to the Steering 
Committee. 

Hon. Mr, Haypen: Yes. 
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The CuarrMAN: Gentlemen, before you leave Senator Hayden has suggested 
that we appoint another member to the Steering Committee, because Senator 
Hugessen has gone to England. 

Hon. Mr. Haypen: I suggest Senator Bench. 

The CuatrMaANn: If that is satisfactory to the members of the committee I 
think we should appoint Senator Bench as a member of the Steering Committee 
in the absence of Senator Hugessen. Are you content? 


(Carried.) 


The committee adjourned at 9 o’clock p.m. until 8 o’clock p.m. on 
Wednesday, November 21, 1945. 
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EXHIBIT No. 7 


MEMORANDUM TO INSPECTORS OF INCOME Tax: 
Discretionary Powers of the Minister 


The Income War Tax Act and the Excess Profits Tax Act provide in many 
cases for the exercise of some discretionary power by the Minister. The cases 
arising frequently are those concerning the amount.to be allowed for depreciation, 
salary, chief business under Section 10, capital costs under Section 90, etc. ete. 
Altogether there are about thirty discretionary sections or parts of sections. 

Such discretionary powers must be exercised in a quasijudicial manner, that 
is to say, the person in whom the power is vested must 

(a) know the facts, or in cases under dispute, must 

(6) determine which are to him deemed to be the true facts; 

(c) have some reasonable knowledge of the law relating to the question at 

issue (as we all have because taxation is our business) and must 

(d) come to a fair and reasonable conclusion, after due consideration. 


The Courts have held that wherever a person is by an Act of Parliament 
Eien some power to be exercised at his discretion, he must observe the following 
rules: 

(1) The discretion must actually be exercised in every individual case. 
It cannot be exercised by merely making a general ruling which would be 
applicable to all cases, although that may be used up to the point of confirmation 
in the particular case in active dispute. 

For instance, we have a rule that a certain maximum percentage for 
depreciation may be allowed on automobiles, but if any taxpayer should claim 
a larger amount for depreciation it would not be sufficient to cite the general 
rule but it would be necessary to look at all the facts in the particular case and 
then decide that the usual rates are reasonable in bringing out the amount to be 
allowed or if not, what is a reasonable amount in the circumstances. 


(2) The discretion must be exercised honestly and fairly. 
(3) The discretion must be reasonable and not arbitrary. 


(4) The power must not be used to recoup the Treasury for taxes which 
have been lost because of some transaction of the taxpayer not covered by the 
Act. If part of a salary is disallowed it must be after a fair and honest review of 
the taxpayer’s circumstances and because the salary as claimed is considered 
excessive for the services rendered. 

(5) The exercising of discretion must not be influenced by extraneous and 
irrelevant facts. For instance, salaries should not be disallowed on the grounds 
that the recipient is also receiving rent from the employer company. ‘Such a 
fact would be irrelevant to the question of salary. 

(6) The discretion must be based on principles correct in law. For instance, 
it cannot be said that a corporation and the person controlling such corporation 
are the same—they are separate legal entities. That is all the Pioneer Laundry 
case decided. The case otherwise was referred back to the Commissioner. 

If the above rules are followed the exercise of the discretion cannot be 
challenged in the courts because the court cannot substitute its own opinion for 
that of the person in whom the power was vested by the statute. 

However, it must be established that such person actually exercised the 
discretion, that he had all the facts available before him and that a decision was 
reached after due consideration. 

The Minister has vested in the Commissioner of Income Tax the powers 
conferred on him by the Act and therefore he is the person who must ultimately 
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exercise discretionary powers so conferred and there should be evidence on the 
files that prior to the Notice of Assessment being sent the discretion in question 
was actually exercised by him after consideration of all the relevant facts. It is 
the duty of the Inspectors and the Assessors to see that he has before him all 
such relevant facts. 

The high rates of tax make it all the more important that every taxpayer 
should be treated fairly and not arbitrarily and to insure this treatment with 
greater certainty and to insure the court’s approval, it is proposed to proceed 
as follows: 


PROCEDURE 


When the assessor in the District Office considers that a ministerial dis- 
cretion should be exercised which will vary the income as reported by the tax- 
payer, the following procedure should be followed: 


(1). Notice to the taxpayers—This is important 

The Inspector should write to the taxpayer telling him that the discretionary 
powers of the Act are about to be exercised on whatever is the particular prob- 
lem, stating it, and invite the taxpayer to submit whatever evidence he thinks - 
approprite to be considered in exercising of the discretion. If the taxpayer or 
his representative comes in person to discuss the matter a careful memorandum 
should be made of the conversation and if deemed advisable, a request made 
that the taxpayer also set forth his arguments in writing, (if not already on 
file). The taxpayer should submit his memorandum or letter in duplicate. 


(2). Notice to Head Office. 


A separate memorandum must be attached to the T.20 identified “Re 
Discretion”, setting forth all of the facts and attaching a copy of the tax- 
payer’s submissions and also containing recommendations from the district 
office. This memorandum should be signed by the assessor and the chief assessor 
and/or the Inspector. 

If the matter has come before the Independent Audit Review Board it 
should also be signed by them. If any one of such persons is fundamentally 
opposed (i.e., not in quantum but in principle) to the others, he should submit 
a separate memorandum setting forth his views. 


(3). Form T .20—Discretion. 


The factual discretion as a determination will be set forth bluntly on 
“Form T.20 Discretion” in duplicate, (a sample is attached hereto) and 
forwarded with the T.20 “Discretionary” memorandum for the signature of 
the Commissioner. It is to be particularly noted that this Form T.20 is not 
to give any reasons for the disallowance or to refer to any memorandum to. 
Inspectors or other memoranda but as stated is to set forth the determination 
bluntly as closely as possible following the sample referred to. These T.20. 
Discretions will come forward in duplicate one original to be detached and filed, 
alphabetically, at Head Office, in a separate carton for future reference in case 
of appeal or court action. 


(4). Head Office Procedure. 


The Head Office assessor will then either sign the recommendation of the 
District Office or endorse a memorandum thereon, or attach a separate memo- 
randum. The “T.20—Discretion” in duplicate will then be submitted to the 
Commissioner with the duplicate District Office Memorandum. If further 
particulars are required by Head Office before submission to the Commissioner 
for signature, such will be requested from the District Office as usual by 
either a T.16 or by letter. If a legal opinion is required this will be submitted 
by one or more members of the legal staff. 
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(5). Original “Forms T..20—Discretion” to be signed. 


The Commissioner in the name of the Minister of National Revenue and 
under statutory delegated authority will then sign one of the Original “Forms 
T.20—Discretion” which will be on file in Head Office, as stated. 


If the question of exercising the discretion initially arises in Head Office 
the T.'6 will be returned to the District Office requesting them to write the tax- 
payer and proceed as outlined above. 


The idea is that there should, indeed must, be on file evidence that there 
was a pause before exercising the discretion, that the pause was to give the 
taxpayer notice of the pending exercising of the discretion, that the taxpayer 
had an opportunity to submit his considerations, facts and reasons and other 
material and that in the light of these the Minister or the Commissioner then 
made a determination by exercising the power of discretion in relation to the 
very matter that was the subject under consideration. 


As the members of the District staff are in the best position to judge the 
facts and circumstances, it is expected that in most cases their report will be 
the deciding factor. Thus it is important that the report be carefully prepared 
and be as complete as possible. 

The above procedure is only required when it is found that the return as 
submitted by the taxpayer should be changed and the tax increased by reason 
of the exercise of the discretionary power. 

It is to be observed that disallowances of a minor character in regard to 
depreciation claimed are quite frequent. In view of this, the procedure herein- 
before referred to of forwarding Form T.20 Discretion may be dispensed with 
unless the amount involved is fairly substantial. Where, however, (be the 
amount of the proposed disallowance large or small) you have reason to believe 
that the disallowance will be objected to, the Form T.20 Discretion must be 
completed. 

What is a substantial amount or what is a small amount is a matter of 
judgment but in exercising the judgment, it should be remembered that an 
item in a particular year might, in itself, be small, but if the determination of 
the discretionary matter is to be effective from year to year, or an apparent 
considerable number of years, then that which is small in a particular year 
becomes substantial -by reason of future rights being involved, which future 
rights may be in amount larger or smaller than the amount in respect of which 
the discretion in the particular year is to be exercised, or may be the same. 

The point is future rights are involved. 

If the matter pertains only to one year, then the amount under consideration 
would necessarily have to be much larger than if future rights were involved, 
because it is only to be dealt with once. 


A lead as to what is a small amount for one year or what, though small 
for one year, is large because of its continuing future application, or what is 
a substantial amount, even for one year, cannot be given, because this memo- 
randum deals with the exercise of the discretion in such a possible variety of 
circumstances, so that amount being large or small will be determined as such 
by the District Office acting as reasonable persons having regard to other like 
related circumstances, in other or analogous businesses. 

In any case where discretion arises and the taxpayer has consented in 
writing to the proposed disallowance, the Inspector will report accordingly on 
T-20 and in that case the T-20 Discretion Form will be dispensed with. 
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For your information and guidance in principle there is attached a general 
memorandum on the subject of “Discretion’’. 

Memo, No. 31 (1941-42) and Memo, E.P. No. 5 (1941-42) are hereby 
cancelled. 

Please acknowledge receipt of this memorandum. 


C. F. ELLIOTT, 


Commissioner of Income Tax 
10th February, 1942. 


Ministerial Discretion 


The various members of your staff, and particularly the assessing staff 
which have to assist in the exercise of a discretion, should take note of the 
following extracts from a long standing decision in the Enghsh Courts— 


The Court of Appeal held, by a majority, that 1t was contrary to 
natural justice for the Minister to dismiss the appeal... without giving 
him (the appellant) a chance of being head;... But the House of Lords 
held that he had no right to object to the Minister’s Order on these 
grounds. 


Lord Haldane Stated— 


Those whose duty it is to decide must act judicially. They must 
deal with the question referred to them without bias and they must 
give to each of the parties the opportunity of adequately presenting the 
case made. The decision must become to in the spirit and with the 
sense of responsibility of a tribunal whose duty it is to mete out justice 
but the procedure of each tribunal need not follow the same lines. 


Finally Lord Haldane expressed the view that the Board was not bound 
to hear the appellant orally provided he had the opportunity (which was in 
fact provided) of stating his case. 

Lord Shaw rejected the claim that the appellant was entitled to an 
audience of the particular judge or judges of his appeal, when these had been 
identified, in order that he might have a personal hearing which should survey 
the whole of the material available, and disclose the report made on the 
public local inquiry and the views put forward thereon, by the Inspector who 
conducted it, for the guidance or consideration of the department. 

“Tf such a disclosure were compulsory” said Lord Shaw, “it would place 
a serious impediment upon that frankness which ought to obtain among a 
staff accustomed to elaborately detailed and often most delicate and difficult 
tasks. The same argument would lead to a disclosure of the whole file 
containing the views of the entire hierarchy of inspectors, secretaries, assistants, 
consultants and other officials who had considered the matter, many of whose 
opinions may differ but all of which form the material for the ultimate decision.” 

To reveal the process by which this corporate opinion was gradually 
evolved in the department would, he thought, be not only inconsistent with 
efficiency and existing practice, but also with the theory of Parliamentary 
_ responsibility for departmental action. 

It was made clear that a Government department entrusted by. an Act of 
Parliament with the exercise of judicial functions need not follow the methods 
adopted by Courts but may employ any rules that appear fair and resonable 
for the transaction of business. 

Thus an Administrative Tribunal need not furnish an appellant with the 
reasons for its decisions, but may merely announce the conclusion, whereas it is 
the strictly followed custom, in the superior courts of justice, at any rate, to 
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explain at. length reasons which have led the judge to form his decision. Nor 
need particulars be furnished of the evidence on which the conclusions of the 
department are based. PHONE n an oa 

Again, the decision of a government department exercising judicial functions 
need not be conclusive, as in the case of a court. The enquiry may be reopened at 
any time by the department and the decision revised. 

Also, the rule that a fair opportunity be given to each party to present 
his case is one which will invariably be applied to every tribunal, no matter 
how wide its powers or how complete its discretion. 

No restriction was imposed save that attention should be paid to what 
has been called “natural justice’. It was said in one case that “it is impossible 
to lay down the requirements of ‘natural justice’ but the phrase is actually 
employed to denote two or three elementary principles which, according to 
English ideas, must be followed by all who discharge judicial functions. Thus, 
it is ‘against natural justice’ to arrive at a decision before both parties have 
had an opportunity of stating their case. No one must be condemned unheard,” 

Questions involving conceptions of economic justice which would not be 
admissible in the trial of a private claim in an ordinary court of law, have 
played an important part in determining the questions arising under the Income 
War Tax Act. 

The Income Tax administration is composed not of judges but of ordinary 
citizens functioning under a public statute, administering, on the evidence placed 
before them, economic justice. They are all public officers responsible to the 
Minister in charge of the Department, who is responsible to Parliament. Each 
such officer is in a sense an administrative tribunal, in the administration or 
conduct of public affairs, with power to consider questions primarily of fact 
within the ambit of the law and the wide powers of discretion given them. 

Their decision, upon appropriate approval, becomes binding on private 
persons, affecting their private rights. Such administrative officers should not 
make decisions without giving an opportunity to the persons affected of being 
heard but need not delay if that person does not take advantage of the oppor- 
tunity to be heard. 

Where property rights are involved, as in Income Tax matters, the Courts 
regard the proceedings of the tribunals, and this would include the District Offices, 
as being in the nature of judicial proceedings, although the form is a wholly 
domestic one and in no way bound by so-called judicial procedure. Those 
acting judicially, however, are required to administer natural justice and natural 
justice should be dispensed by an unbiased and impartial mind, which officers 
are required to bring to their tasks. 

Such minds should be free from financial interest in the controversy for 
an officer should not act where he has a personal interest of a financial or 
property character. Neither should he act in the position, due to bias or prejudice, 
of accuser and! a judge. 

Therefore, provided the officers administering the Income Tax Act do 
not infringe the simple provisions relating to natural justice, as referred to; 
they are free to arrive at whatever decision, having regard to the circum- 
stances and facts, they choose to think proper and to recommend accordingly 
for its adoption. 

Our records should show that an opportunity was given to the taxpayer 
to consider the proposed changes before they were actually made and if that 
is done and the simple elements referred to have been adhered to, the 
exercise of the discretion will not be subject to alteration upon review by any 
Court. They will only alter where natural justice has been infringed. It is 
right that then they should. 
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WITNESS: 


Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National 
Revenue for Taxation. 


EXHIBITS: 


11. Categories of Discretion. 


12. Copy of a Report of a Committee set up by the Deputy Minister 
(Taxation), Department of National Revenue for the purpose of 
“making a survey of the present establishment of the Taxation Division 
in regard to serving the public by an appropriately situated and 
adequate number of offices, if it should be found that the present 
establishment is regarded as inadequate’. 


13. Appendix to Report on District Office Organization. 
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ORDER OF APPOINTMENT 


(Extracts from the Minutes of Proceedings of the Senate for October 24, 1945) 


Resolved,—That a Special Committee of “the Senate be appointed to 
examine into the provisions and workings of the Income War Tax Act and The 


Excess Profits Tax Act, 1940, and to formulate recommendations for the ~ 


improvement, clarification and simplication of the methods of assessment and 
collection of taxes thereunder and to report thereon; 


(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; ) 

(3) That the said Committee shall have authority to send for persons, 
papers and records. 


ATTEST: 
L. C. MOYER, 


Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


WEDNESDAY, 21st November, 1945. 


Pursuant to adjournment and notice the Special! Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment and 
collection of taxes thereunder, met this day at 8 p.m. 


Present: The Honourable W. D. Euler, P.C., Chairman, and the Honour- 
able Senators Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Farris, 
Haig, Hayden, Lambert, Léger, McRae, Sinclair and Vien................ 15 


In Attendance: 
The Official Reporters of the Senate. 
Mr. J. F. MacNeill, Law Clerk and Parliamentary Counsel of the 
Senate. 


Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National Revenue 
for Taxation, was recalled, and was examined by the Honourable Senator 
Campbell. 


The following Exhibits were filed: — 
11. Categories of Discretion. 


12. Copy of a Report of a Committee set up by the Deputy Minister 
(Taxation), Department of National Revenue for the purpose of 
“making a survey of the present establishment of the Taxation Divi- 
sion in regard to serving the public by an appropriately situated and 
adequate number of offices, if it should be found that the present 
establishment is regarded as inadequate.” 


13. Appendix to Report on District Office Organization. 


At 10.10 p.m., the Committee adjourned until 10.30 a.m., Tuesday, 4th 
December, instant. 


Attest: 
R. LAROSE, 


Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Tue SENATE, 
WeEpNESDAY, November 21, 1945. 


The Special Committee of the Senate to consider the provisions and workings 
of the Income War Tax Act, etc., resumed this day at 8 p.m. 
Hon. Mr. Euter in the Chair. 


The CHatrMAN: Gentlemen, at the conclusion of Mr. Elliott’s statement 
last evening it was decided that to-night’s proceedings would be devoted to 
questions, and at a subsequent meeting of the Steering Committee it was thought 
advisable that Senator Campbell might take the lead. 


Hon. Mr. CampsBetu: Mr. Elliott, I notice in your evidence a statement that 
one of the difficulties of your Department lay in ascertaining the tax hability of 
the taxpayer. Had you in mind the difficulties of interpreting the law, or the 
calculation? 

Mr. Exuiorr: I do not remember the statement or the context, senator, but 
taking the question de novo, the difficulties in making an assessment, I would 
now say, and I hope I said or implied then, that there are two difficulties: one 
is the ascertainment of the facts, particularly a complicated set of facts; the 
other is the application of the law to that set of facts and the arrangement, 
primarily, between what is a capital charge and what is an income charge. So 
I would say it is a combination of both. 

Hon: Mr. Campspeii: Are there any facilities in the local offices by which 
the ordinary taxpayer can get help or advice? 

Mr. Exuiotrr: Well, if a person wants to get help to make out his income 
tax return he can always bring his facts down to the district office, if he lives 
within a reasonable distance of the district office, and there he can get advice 
from one of what we call our desk men, if the matter is simple. If the matter 
is complicated then he can get it by getting in touch with an assessor. But if I 
may continue the answer there: when you say he may come in, that is one of 
the points that was considered in splitting our districts into a greater number 
than there are now, rather than having a man living a great distance away, 
probably two hundred, three hundred or four hundred miles, come to our office; 
we are splitting the districts and bringing the office closer to him, so that all 
will have a better opportunity of coming in and ascertaining what they want 
to know. 

Hon. Mr. Campseitut: What is the experience in the district office as to the 
number of people who do come in for help? 

Mr. Exuiorr: I made inquiry about that a little while ago when getting 
ready for this committee, and while I do not desire to appear too well-informed 
I understand that 10,000 per day came into the Montreal office for a goodly 
number of days before April 30, and by actual count the number of telephone 
calls per day was well over 5,000 at that time. I must say I questioned that 
figure myself, but they all stuck by their count and said the count was checked 
by the Bell Telephone Company; also that they would not go below the 10,000 
per day who came into the office. 

Hon. Mr. ‘CamMppenL: Principally new taxpayers or taxpayers in low 
brackets? 
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Mr. Exuiort:, No; ae come in each year and want to fle their income 
tax return. Human nature being what it is, they generally leave it till about 
the 30th April, although the law says the return should be filed on or before the 
30th April. 

Hon. Mr. Campseuu: I think you said about 50 per cent of the total tax was 
raised between the Toronto and Montreal offices. Would there be a similar 
proportion in the Toronto. office? 

Mr. Exstorr: I think so, because both of those offices are rather poorly 
located for the convenience of the taxpayers. The office in Toronto is situate 
down near the water-front or near the railway, in the south end of the city, and 
similarly the office in Montreal is situate down at the foot of McGill street 
below the centre of the city. So I would say there is the same number of people 
in Toronto with the same characteristics of leaving it until the last moment. 
I would not say Toronto is more diligent than Montreal. 

Hon. Mr. Ase.rine: There is nothing you can do about that. 

Mr. Exuiorr: I do not know what you can do about it. 

Hon. Mr. Camepseuu: In those offices you have not qualified legal assistance? 

Mr. Exusorr: No; in the district offices there are no lawyers in the sense 
of legal advisers to the taxpayers. The legal advisers are all in the Head Office 
where all the questions come, and where we want to keep central control for 
the purposes of uniformity. 

Hon. Mr. Campseitu: So when any legal question arises it is referred to 
the Head Office? 

Mr. Euuiotr: Yes. 


Hon. Mr. Campsety: Would you care to make a statement as to thé diffi- 
culties which your Department have encountered in interpreting the law as it 
stands? 

Mr. Exriorr: May I postpone the answer to that question for a moment so 
that I may complete my answer to what you asked a moment ago, namely, that 
about 50 per cent of the revenue is collected in Toronto and Montreal. The 
actual facts are that in the Montreal district for the fiscal period ending March 
1945 there was collected in round figures $409,300,000, and in the Toronto 
district there was collected $393,000,000. So, adding those two figures together 
I suppose that is about $802,000,000. | 


Hon. Mr. Camppaitu: What is the chief difficulty iat your Department 


encounters with respect to the interpretation of the law? 

Mr. Exuiorr: What is our chief difficulty? 

Hon. Mr. Camppeiu: Yes. 

Mr. Exxiorr: I faney the principal difficulty hes in determining what is an 
income charge as well as what is a capital charge, throwing charges into one 
category or another; I think most questions arise out of that problem. 


Hon. Mr. Campspe.u: These are questions that arise after the returns have 
been made? 


> Mr...Enisorr: Yes. 
Hon. Mr. Campseti: With respect to the assessment? | 
Mr. Exuiotr: Yes. 


Hon. Mr. CamppeLu: And are those matters determined in the local offices? — 


Mr. Euutotr: Initially they are determined in the local offices on the 
general concept of what is a capital charge, and if there is any doubt in their 
minds it is drawn to the attention of the Head Office and becomes determined’ 
for the purpose of administration finally at Head Office. 
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Hon. Mr. CaMpBELL: That is before assessment? 
Mr. Exuiotr: Oh, yes. 


Hon. Mr. Bencu: Is that always strictly a legal question, or could it also 
be a matter of accounting? 


Mr. Exuiorr: Oh, well, I think it is really a mixture in the first instance 
of an economic question and a legal question. If you look at the history of it, 
economists will find what is moving in the income or revenue fields, and the 
-economic view will differ from the legal concept of what is revenue and what 
is capital. I can exemplify that by the one great division: economists unques- 
tionably assert with conviction in their minds that a man pays away his capital 
and buys an annuity for life. The economists’ view is that the money that 
returns to him annually while he lives is composed of two things: one, a return 
on his capital; and, two, the interest content that the money earned while in 
the hands of the person to whom he paid it, and that content in part comes 
back to him. So he gets capital and income according to the economists’ view, 
but according to the legal view decided in England not only by the Courts but 
decided and affirmed administratively by at least two Royal Commissions on 
the matter, the man paid away. his capital and bought the thing that was sold 
to him, namely, a life income. There is a clear distinction between the eco- 
nomists’ view and the legal view. The Jegal view, I repeat, is that he paid 
away his capital and purchased an income for life. That is supported by the 
argument that he not only paid away his capital, but because he bought an 
annuity he did it by a contract with that organization that. also made like 
contracts with thousands of other people, so the multiplicity of those contracts 
relating to life annuity means that some who bought an annuity lived but a 
short time, and therefore their capital did not come back to them—if you want 
to say it is capital—but goes into a pool for use in paying life incomes to those 
who lived a very long time and got back not only what they paid in under the 
economists’ view but a great deal more, because they lived so long. That means 
multiple contracts made at a central point, and the law states he paid away his 
capital, and out of that multiple fund he bought an income for life. 


The CHairMAN: Is that a case where you can use discretionary power? 


Mr. Extiorr: No; there is no discretion in that. That is the law, and up 
to this year we followed that law, but as you know this year there was a Royal 
Commission known as the Ives Commission appointed to advise whether the 
economists’ content should be free of tax and only the interest content taxable. 
The Ives Commission so recommended, and there is now legislation proposed, 
as evidenced by the resolutions presently in the House, that only the interest 
or income content be taxed. 


The CHatrMAN: Was the opinion based on any legal ground? 


Mr. Ex.iorr: I recommend to you the reading of their report: On the 
evidence submitted to us it was the unanimous opinion that annuities are 
composed of two parts, income and capital. That is pretty close to a quotation 
of the opening lines, although I have not looked at the report for a long time. 
But I wish to answer your question, Mr. Chairman, by saying that the Com- 
mission, as indicated by the opening statement in its report, followed the pre- 
ponderance of evidence that came before it just as a judge of first instance at 
trial follows the preponderance of evidence adduced before him. The implica- 
tion is that they did not use their minds but interpreted the evidence, and one 
cannot doubt that that was the evidence, because if you look at the list of wit- 
nesses who came before the Commission you will see there were representatives of 
many insurance companies, annuity companies, aah other business interests; so 
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I say that is a possible interpretation on the language aed Sys not let the 
record indicate that they did not use their minds; they certainly did, but I 
am using the literal language of the opening statement of the Report. 


Hon. Mr. Campsenu: The chief difficulty in construing the statute or 
determining the tax liability under the Tax Act is to ascertain the difference 
between capital and income? 


Mr. Exuiorr: I would say that is the common problem. 


Hon. Mr. Campsetu: Is it not a fact that the amendments to the Act over 
the past several years have made the law more difficult of imterpretation? 


Mr. Exuiorr: Well, on the simplest logic I would have to answer Yes, 
for the reason that every time you add a section to the law, no matter how clear 
the section itself may be, you have that much more law before you, and you have 
that much more potential difficulty. Therefore, on the sheerest logic it is 
more difficult, but I do not think that is the proper answer. The sections which 
I think you have in mind, sir, were put in with no thought of making the Act 
more difficult, but with the basic thought of meeting by proper amendments 
those who seek, by so arranging their transactions, ways and means to avoid the 
intended incidence of the law, and bringing them within the ambit of the law 
according to its principle, intent, meaning and spirit. So that when you draw 
a section of the Act that has to meet a highly technical situation, it follows that 
the section itself is technical and therefore, since it is added to the law, it 
adds to the difficulty of interpreting the law. 

Hon. Mr. Camppe.tu: Has that given rise to more rulings? 

Mr. Exuiorr: Again the strictly logical answer is Yes, because again the 
more sections there are to interpret the more rulings there will be. I think that 
is as far as I should go in that answer. I think you should develop that a 
little more, sir. 


Hon. Mr. Campseuu: I would ask you if you would give the committee some 
information with respect to the regulations and the rulings and the purpose of 
_ each in helping to establish a basis of law. 


Mr. Exuiotr: Well, now, Mr. Chairman, that is a very broad question, and 
if I may be permitted I would like to comment on it in this way: What is the 
basis of our regulations in interpreting the law? I have to add to that: What 
are the directions we give to our own staff which we call “memoranda” for the 
interpretation of the law? Now, under the law, by section 75, ‘“The Minister 
may make regulations deemed necessary for carrying this Act into effect, includ- 
ing regulations...’”—I will not quote the rest—for the purpose of carrying that 
Act into effect. When the Minister finds it necessary to make a regulation he 
must realize that he is functioning under the sanction of the law, and is thereby 
making law. He has always considered it, therefore, his duty to publish the law 
in a manner somewhat commensurate with the publication of the statutes them- 
selves. Therefore any regulation that makes law is by the Department always 
published in the Canada Gazette, not only for the purpose of notice,. but also, 
as honourable senators who are members of the Bars of the various provinces 
are aware, for the purpose of evidence in Court, the production of the Gazette 
being ipso facto without further proof accepted by the Courts; so that the law 
is brought before them, and anything that is not so published is not a regulation. 
That brings-me into the secondary thought in your question, the memoranda 
that we issue to our inspectors across Canada interpreting a set of facts that 
seem to be repeating themselves from time to time throughout the country. We 
believe that every taxpayer has the right to read the law and take his set of 
facts in the light of that law, and say: “I believe the law should be interpreted 
in relation to these facts in the following manner” and then he sets them out, 
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perhaps not as specifically as I have said it, because he fills in his return by that 
mental process. In any event, he has the right to so arrange his facts under the 
law that he complies with its terms as he understands the terms of the law. 
Now, when you are dealing with a jurisdiction that is Dominion-wide, as the 
Income Tax authorities do, you cannot be on hand at every part of Canada at 
once. It is therefore necessary to instruct your officers as to what your belief 
is with respect to any such circumstances that repeat themselves, and we ad- 
vise them by memoranda as to our interpretation of those facts in the light of 
the law. So that when the taxpayer comes into the district office or sends in 
his return with his interpretation as outlined, that is surveyed by our assessors, 
and they apply the law that we have given to them through the medium of 
memoranda. 

The CHatRMAN: That is, in the districts? 

Mr. Exxiotr: Yes, sir; and if those memoranda or a particular memorandum 


’ in a special case happens to be in conflict with the interpretation put upon the 


facts by the taxpayer, the taxpayer is advised that his facts are challenged, 
and the matter is sent down to our Head Office and passes through our Head 
Office audit altered in accordance with our memorandum of interpretation. 
That is the great distinction between regulations and operative memoranda 
indicative of interpretation of the law relating to a set of facts. 

The Cuarrman: Are the interpretations made in the district offices sometimes 
in conflict with the interpretations made at the Head Office? 

Mr. Exxiotrr: I am happy to say they are, because it shows an independence 
of thought in the district offices, which is most healthy. In fact I have received 
letters over the years from my officials and inspectors saying: “Well, that is 
your ruling, but I do not agree with you”; but, as in all management, there has 
to be final authority, and I guess I am it. 

Hon. Mr. Hayppn: Whether you call it a ruling or a regulation, it has to 
be observed by the local offices? 

Mr. Exuiotr: Oh, yes; they have to obey orders. It is an order, but not an 
order such as we have been used to obey in the Army when one says: “Form 
fours” and you have to do it in just that way, and do it just as snappily. It is - 
open to discussion by the district offices with us, and I am very sure, although 
I have not evidence of it, that the district chaps say: “Well, the Head Office 
tells me to interpret it this way, but, Mr. Taxpayer, I do not think the Head 
Office is right. Why don’t you dispute the matter?” JI have no doubt that goes 
on, and it is a good, healthy situation. The taxpayer has the right to appeal, 
and has the added strength that the assessor in the field might have been right 
and the Head Office might have been wrong. I am happy again to say that 
once in a while we are wrong, and that keeps us human. But in all the cases 
put into Court, without attempting to boast, gentlemen, our success has been 
rather marked. 

Hon. Mr. Asre.rine: Is every ruling a regulation? 

Mr. Ex.tiorr: No; no ruling is a regulation. 

Hon. Mr. Asreutine: The rulings are not published? 

Mr. Evtiorr: No; because they are just an interpretation of the law. 

Hon. Mr. eae And there is nO way in which the taxpayer can get a 
copy of those rulings? 

Mr. Exuiort: No; because we do not wish to impose our view of the law 
on the taxpayer with respect to his set of facts. He has every right to make up 
hig own mind with respect to his set of facts, and the wording of the law, which 
includes the wording of the regulations. 

The Cuarrman: And if he does not agree with you, what can he do? 
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Mr. Exuiotr: He appeals. 

The Cuatrman: Tio whom? 

Mr. Exuiotr: He gets his assessment and lodges an appeal: and our appeals, 
gentlemen, are very informal. It is not a matter of drawing up a statement of 
claim and a statement of defence as in Court proceedings. We will accept a 
letter in which a man makes the clear assertion: “I wish to appeal this assess- 
ment.” It is that informal. 

The CHarrmMan: What follows then? 

Mr. Exuiorr: The appeal is then recorded in the Head Office, 

Hon. Mr. Haypen: And the ruling is confirmed. — 

Mr. Exxiotr: Essentially you are right, senator. 

The CHarrMan: The appeal is to the same “judge” who gave the decision 
in the first instance? 

Mr. Exxiorr: I have often heard that statement, and there may be some- 
thing in it. However, to answer the first question as to what happens then: 
The appeal is lodged at the Head Office and recorded, and we send out an office 
form in which we ask the inspector to give a resumé of all the principal facts and 
reasons; so far as he has them, from the taxpayer, and again confirm his, the 
inspector’s view as to whether the assessment is well founded. When that 
comes back into the Head Office the appeal and this document and the facts we | 
have on file, which are all the facts given by the taxpayer, are reviewed. 
Correspondence may take place directly with the taxpayer from Head Office, or 
may take place by referring the matter back again to the inspector to get further 
facts or further light on the facts that are already there. After that is done we 
either affirm the assessment or admit the taxpayer’s claim in whole or in part 
and make the appropriate adjustment. 

The CHaAtrman: Is that final? 

Mr. Ex.iotr: No, sir. 

Hon. Mr. Haypmn: Let us be realists. At that point do you think the 
‘manner in which the appeal from the Minister proceeds in practice is: any real 
disposition of the problem of the taxpayer at that stage? 

Mr.. Exvuiorr: I do not know of anything more real than applying one’s 
mind, with the abilities or lack of abilities one has, to a consideration of his 
contention and, answering seriously, on a document that is provided by statute. 

Hon. Mr. Haypren: The point I am getting at. is that in the first instance the 
problem undoubtedly is a legal problem, and has been considered, and the 
assessor has had the support of the Deputy Minister for Taxation before the 
assessment is made. The local inspector has been confirmed in the nature and 
quantity of the assessment. . 


Mr. Exuiorr: Well, in the broadest sense and technically the assessment 
has ‘had the support of the Deputy Minister. That is true. 


Hon. Mr. Haypren: And when it gets to the Minister—? 


Mr. Ex.iorr: You jump too fast there, senator, because there are, as you 
know, 2,500,000 assessments that should be made every year, and they are made 
under general rulings, and technically every one of them is made by the Deputy 
Minister. Factually, as you know, that is impossible; hence the generality of 
the rulings that operate in every part of Canada, so that this work can be done. 
Then an appeal comes in, and it sort of grows out of these millions of assessments ~ 
and becomes an item for special consideration, when our minds are applied for 
the first time above the generality of our rulings in law. I suggest that that is 
a very realistic way of taking out of the great multitude of appeals something 
that a taxpayer feels is an error. Then we advise him, by the decision of the 
Minister. that that is our view, if we adhere to the view. 
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Hon. Mr. Haypen: I am thinking of a case where, before the assessment 
is made, there is an opportunity afforded to the taxpayer to discuss the depart- 
mental attitude with the Deputy Minister. Take that type of case. Nearly 
every important appeal goes through that initial stage before it comes to your 
attention, before the assessment is made. 

Mr. Exuiorr: The question is a little involved. I would like to get. it 
clear. 

Hon. Mr. Haypen: In the case of what I call important taxation problems, 
they get to the Deputy Minister before the stage of assessment, and there are 
conferences and discussions. 

Mr. Evutotr: Oh, not in the vast majority of cases; I think the vast 
majority of them are first assessed. There are some important cases that are 
brought up because the taxpayer has doubts himself about the matter and 
wants to discuss it, but that is a minority of the whole, a very decided minority. 
Mostly the assessment is made just as outlined. 

Hon. Mr. Farris: What percentage of those appeals would be allowed? 
Have you any idea? 

Mr. Exuiorr: A memorandum has been placed in front of me which I am 
prepared to:‘adopt: I think about one-third of the appeals are legally allowed, 
and perhaps many more adjusted by audit. 

Hon. Mr. Vien: When there is an assessment made and the taxpayer is 
not satisfied, he serves a Notice of Dissatisfaction which should bring the 
matter before the Minister. It does not go to the Minister. The Minister would 
be quite snowed under with all these applications, and could not possibly give 
attention to them, as we understand. Also they cannot be dealt with by you 
personally, because you also would be snowed under. You have all the rest 
of the administration of the Department to look after. Therefore they go to 
whom? What is the machinery in the Department to deal with these Notices 
of Dissatisfaction? 

Mr. Exuiotr: I was just coming to that, Senator Vien, if I may link your 
question up with what I was developing for Senator Hayden, that after the 
appeal is made and the preliminary step of inter-office documentary assembling 
of facts comes back, the Minister makes a decision. Then the taxpayer has to 
file the document to which you refer, namely,’the Notice of Dissatisfaction, 
with that decision. Now my statistics on appeals show 670 appeals on hand. 
I agree with you that I do not lock at 670 appeals; I could not do so. Hence we 
have a legal department consisting of gentlemen who, I do not think I 
overstate the fact, are highly skilled in matters of income tax law. I told 
vou we had a staff of forty, and of that staff thirteen are lawyers. So when 
these Notices of Dissatisfaction come back to Head Office one of the several] 
lawyers initially looks over the case. 

Hon. Mr. Vien: But before the assessment was made, if-any question of 
law has arisen it has gone to that legal department already for their ruling, 
and when the Notice of Dissatisfaction is lodged the matter comes back to 
that same legal department, is that correct? 

Mr. Exutotr: Technically that is a correct statement, but when you say 
that comes back to the same legal department who have already considered this 
special set-up you have given us, namely where a legal question arose before 
the assessment, which is most unusual in comparison to the whole, and the Legal 
Division have considered the facts that are not yet legally before it in the 
sense of an assessment having been made, and with no foundation for an 
appeal at all—let us take that example—the legal department says: Our view 
is so-and-so, and the taxpayer disagrees; nevertheless he has to lodge his facts 
by law, and it is assessed according to our rulings and the Legal Division’s 
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findings, and then he must lay the foundation for these documents to go to 
Court. The whole idea is: Do not pounce upon a man and let him have only 
one document to file, and say to him: ‘That is your case.” Be a little more 
fair, and give him a decision after his appeal, and then let him think that over 
and if he is dissatisfied with you, let him say so and file his Notice of Dissatis- 
faction. That document must contain all the facts of his ease. Then the 
Minister through the legal department prepares the document of reply, which 
is the last document. Now, pausing on the Notice of Dissatisfaction for a moment 
it must be complete in its facts, because it is wholly improper that the Court 
in hearing evidence—it being a court of first instance, the Exchequer Court— 
should get different evidence from that contained in the Notice of Dissatisfaction. 
Therefore it is essential that these facts be put forward in the Notice of 
Dissatisfaction. Presuming he has done that, we reply, and the statute provides 
that those documents may be filed, certified to and lodged in the Court. Then 
the matter is ready fer trial unless the Court directs the filing of formal 
pleadings. 

Hon. Mr. Viren: We find it is provided in the Act that the appeal from the 
Commissioner of Taxation, now the Deputy Minister of Taxation, is launched 
to the Minister, but in fact it cannot be done. Now, if the Act as drafted 
provides a remedy which cannot be put into practice because the Minister is not 
capable of attending to it, and the machinery to deal with a Notice of 
Dissatisfaction as provided for by the Income Tax. Act does not function, and 
in actual practice these who have made the assessment in the first place review 
the assessment and are exercising the powers which the Act vests in the Minister, 
would you agree that it might be preferable to have a completely independent 
board of, let us say, three persons well versed in Income Tax matters to which 
these Notices of Dissatisfaction would be submitted, so that the people who first 
made the assessment should not be called upon to review their own decision, and 
so that the taxpayer would have the benefit of a board completely divorced from 
the administrative officers who have passed on his claim in the first place? In 
other words, if the Act provides that there should be an appeal from the assess- 
ment, would it not be a workable scheme to provide a board independent of the 
Taxation bureau to give the taxpayer the benefit of an independent judgment 
without involving him in expensive litigation in the Exchequer Court? 

Mr. Exuiorr: Well, senator, the categorical answer is Yes, but that would 
not be helpful, so I will make an explanation: From the multiplicity of assess- 
ments that are made there arise appeals in various parts of Canada. That is like 
a red flag on a white field, it stands out, and therefore you have to look at it 
and see what is there. Naturally you have to have an organization that seriously 
looks at an appeal-and comes to a conclusion whether that which has been done 
is correct in law or not. Whether you have an:independent body called the 
Exchequer Court, or something between the Exchequer Court and our Administra- 
tion, what I have just said is still necessary, because of the imperfect manner 
in which many of these appeals are lodged, and the imperfect manner in which 
the facts are put forward, and at that juncture of proceeding it would be wholly 
inadequate for any independent board to handle. They would become an 
administrative body themselves if it were handed to them at that stage, because 
they would have to start to gather facts. The taxpayer sees only his own case, 
which is human, and forgets all the other related essential facts, so somebody 
must say to him: “Your case is incomplete factually.” Therefore we must 
take these appeals to the Minister to be considered by the Minister’s advisers, 
and you must develop the case to a finished state. Now, to develop it to a 
finished state is provided for in the statute by the two documents I have 
mentioned, the Minister’s decision and his final reply. So that if you do think 
well of putting in another body between the Exchequer Court and our 
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Administration, you would still have just exactly the same proceeding as we 
have now, because you have to refine these things and bring them to a point 
where they are complete and where men skilled in the business think they are 
complete. You‘can look upon that as an appeal to the Minister if you like, 
and technically there is something in that; but it is lifting the assessment from 
the assessors across Canada with general knowledge and putting it into the 
hands of the hierarchy skilled in the law, and there it is considered. Just drop 
the word “appeal.” Just say: “I want to give you, Mr. Minister, more facts; if 
I have not given you them all I want to give them to you in a more orderly and 
complete manner, and I want to look over your decision. If you are still of the 
opinion that it is right, you will send me notice, or whatever the name of the 
document may be, but I must have the right to go to some Court that is 
independent of you, Mr. Minister”; and to-day he has to go to the Exchequer 
Court. If you put in another court between the Exchequer Court and the 
Administration, in the light of my explanation, nothing in my explanation will 
change it; it must still go on, and then you hand the documents to this inter- 
mediate Court that you imply should be there. Let us pause on this intermediate 
Court. There are several kinds of intermediate Courts. We might go into the 
system of the Admiralty, wherein you have the Justice in charge of the Court 
who is highly skilled in law, but has an expert adviser selected from the men 
of the Navy who are skilled in sea law. We might have a Judge of the common 
law on the generality of the law, highly skilled therein, and you might give 
him—they are called assessors in the Admiralty Court, and the term is useful— 
an assessor to advise him, say an accountant or an economist. There would be 
a conflict there, because the economist would think he knew more about it than 
the accountant. 

Hon. Mr. Vien: I would not take the economist, but I would take a chartered 
accountant or a man experienced in the art of analyzing such cases, because it is 
no longer a theoretical question which the economist might deal with. 

Mr. Exiiorr: Do not let us lose the thread. I am developing the kinds of 
Courts. | 

The Cuarrman: Mr. Elliott, I think we should give the floor to Senator 
Campbell. I do not like to interrupt you, but I think Senator Campbell should 
be allowed to continue with his questions very soon. 

Mr. Exuiorr: I am just answering questions, sir. 

Hon. Mr. Campseuu: I think this matter should be disposed of now. 

The CuarrmMAN: There is no special priority among members, but the 
Steering Committee thought that Senator Campbell should conduct the 
questioning. 

Hon. Mr. Vien: I am very sorry, and I apologize to Senator Campbell. 

The CHatrMAN: I myself transgressed. 

Mr. Exutorr: I should like a direction from the Chair. 


Hon. Mr. Hata: Would it be desirable that Mr. Elliott complete his answer 
to the question put to him? 


Mr. Extiorr: I am sorry, but the answer will be quite a lengthy one. 


Hon. Mr. Vien: And there are two or three questions which will be drafted 
on it, so I agree that Senator Campbell should proceed. 

Hon. Mr. CAmpsetu: I think we should continue with this particular point, 
because we are canvassing this question of appeals, and the discussion should 
appear at the same place in the record, I submit. 


Hon. Mr. Vien: There are only two other questions. 
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Mr. Exutorr: I do know that the affairs of the taxpayers are brought into 
orderly presentation, first, by the auditor for the taxpayer and, second, by the 
auditors paid by the Crown,—and they have a goodly number of them, but, 
as I have told the committee, not enough of them—and therefore if you are 
going to employ more of them to act as advisers or assessors to a Judge, I 
suggest that you would be overdoing it. 

Hon. Mr. Bencu: We would have to pay them salaries, too. 


Mr. Exuiorr: Then you might have to introduce another kind of Court 
presided over by junior judges, because I do not. think you could draw from the 
senior Court Justices; you might draw upon the County Court Judges. Now, if 
you draw upon County Court Judges, you might have them singly or you might 
have two or three. If you do have that kind of Court you necessarily must 
have, I think, such a Court in every province of Canada. Now, you are setting 
up therefore an appeal tribunal that has, I think, some inclination to be 
influenced by the local conditions in which they are functioning. For example, 
I doubt if the County Court or District Court Judges in the province of British 
Columbia think in the same terms as they do in the province of New Brunswick. 
I could compare other provinces that perhaps in some minds might have more 
striking differences than the ones I have selected, but those are indicative. I 
suggest that that kind of a Court would only add to a difference in judgments 
on substantially the same set of facts in different parts of Canada, and you 
would lose uniformity. That would be an added cost of time and effort to the 
taxpayer. 

Hon. Mr. Vien: I do not believe that any single member of the committee 
would suggest that. What I had in mind more particularly was a distinct board, 
a federal board sitting at Ottawa, to substitute for the legal branch of the 
Department in determining appeals under the machinery provided for by law. 

Mr. Exuiorr: That vas the. third kind of Court I was going to suggest, 
and I think it is the best of all, but let us look at it for a moment: You will 
find an example of that kind of Court in the United States. They set up what 
they call a Board of Tax Appeals, and that board receives the documents from 
the Administration much as the Exchequer Court now receives the documents 
from our Administration. That Court has been functioning since 1925 or there- 
abouts, and only recently they have converted it into a regular judicial Court 
instead of a Board of Tax Appeals. They have dignified the Court by converting. 
the members of it into Judges, and so really they have grown into just another 
Court of Claims, if I might use that as a descriptive term. It has become so 
important that finally it has assumed the cloak of judicial deportment and has 
adopted judicial procedure, practice and precedent. Now, if you wish to 
interpose a real Federal Court between the Administration and the Exchequer 
Court I am neither for it nor against it at the moment, but I point out that again 
you are putting in another Court before they can finally get to the Supreme 
Court. It is not just the problem of the year that is at stake in most cases, but 
the problem from year to year as to how they are to be assessed, and what you 
are really suggesting by a new Federal Court is one more Court from which you 
would have to appeal to the Exchequer Court, and then to the Supreme Court. 
Now, is there enough business, is there enough hardship among our people to 
justify the establishment of another Court that would be inferior, certainly 
in status, to the Exchequer Court? Is that worth while? I think in all these 
years, throughout the life of this Act, we have had 120 appeals. 


Hon. Mr. Haypen: That is to the Exchequer Court? 
Mr. Exuiorr: Yes. | 
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Hon. Mr. Vimen: Yes, but the reason for that is because of the cost of going 
to the Exchequer Court, and also the possibility of a further appeal by the Crown 
to the Supreme Court, which discourages a great number of people who are 
already discouraged by the fact that the decision on the so-called appeal to the 
Minister has been pronounced against them. 

Mr. Exuiotr: What you are saying is: Let us have a Division Court, a 
County Court, and a Supreme Court. Your statement is that those having small 
claims want to go into a cheaper Court, and that is a Division Court. 

Hon. Mr. Vien: I would have a Federal Court called The Court of Claims, 
and abolish the Exchequer Court. In the case of matters that would warrant it 
on account of the importance of the legal questions involved, there would be an 
appeal to the Supreme Court of Canada. Mind you, I am simply seeking light 
on the subject, and am far from being convinced that the suggestion is a good 
one; but I am not suggesting County Courts and I am not suggesting an added 
machinery of appeals. I would withdraw these cases from the Exchequer Court 
and would constitute a special board to deal with them, from which board 
there would be an appeal to the Supreme Court. 

Mr. Exuiorr: And skip the Exchequer Court? 

Hon. Mr. Vien: Exactly. 

Mr. Exvuiorr: Oh, well, you are ignoring the Exchequer Court, which has 
been the Crown Court from the time of Confederation, and far be it from me to 
agree with you, even by implied consent, that we should eliminate our Exchequer 
Court. 

Hon. Mr. Vien: I would not hke my remarks to be interpreted as an 
indication that the Exchequer Court has been found inadequate or incapable, but 
I am suggesting that since the Income Tax Act has provided an appeal to the 
Minister, which is impossible in. practice, I would create a board of competent 
men who have become experts in taxes which would, I think, acquire a much 
greater experience and would establish greater uniformity of jurisprudence in 
taxation cases than the Exchequer Court with one Judge sitting could ever hope 


to accomplish. 


Mr. Exuiorr: Well, that is not a question, it is a statement of viewpoint, 
and I do not suppose you expect me to reply to it? 

Hon. Mr. Campsetu: The taxpayer is not always given the opportunity 
of ‘appearing in support of his appeal to the Minister, in the first instance 

Mr. Exuiorr: Oh, yes; it 1s a wide open door. 

Hon. Mr. Vien: He is not always heard, though. It is dealt with on the 
documentary evidence. 

Mr. Exuiorr: Oh, hundreds of them come; the door is wide open. 

Hon. Mr. Haypren: That is too expensive. 

Mr. Exuiorr: If you have a Federal Taxation Court, either the taxpayer 
comes to Ottawa or the Federal Taxation Court is itinerant and goes to him. 

Hon. Mr. Viren: But there would be no bill of costs to be taxed, just as in 
the case of the Board of Transport Commissioners: each party pays his own 
costs. 

Mr. Exuiorr: Well, senator, I think if the taxpayer wins his case the Crown 
ought to pay his costs, and I think there are cases where, if there is a great 
principle established, the Crown should forego costs rather than leave the 
taxpayer to pay his own costs when his own rights have been infringed. 

Hon. Mr..Camppetu: Do you think the taxpayer feels he has independent 
judgment in the appeal in the first instance, when it 1s dealt with by officials of 
the Department as it is now? 
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_ Mr. Exuiorr: That is a most dificult question to answer, as to how the 
taxpayer feels. I would not like to tell you what some of them have said! 

Hon. Mr. Campsetu: From what little experience I have had I would say 
that that is the chief complaint of the taxpayer on the appeal, in the first 
instance. . 

Mr. Extuiorr: Do you wish me to comment on that? 

Hon. Mr. CAMPRELL: Yes. 

Mr. Exuiorr: If there is a belief among our people that they are deprived 
of a competent Court at reasonable cost, then the people’s wish should be met. 
I suggest to you that by and large there are very few that are asking for the 
establishment of another Court, but if there are they certainly should have it. 

Hon. Mr. Campsetu: I am inclined to agree with you when you speak of 
a Court, but do not you think a board of review similar to the Excess Profits Tax 
Board could fill two functions under the Act, that is, hear appeals in. the first. 
instance and hear representations with respect to the Minister’s discretion and 
be able to advise the Minister? 

Mr. Exvuiorr: If there is a demand for it J am in accord with it; but T 
would add this thought, that with assessments going out in great numbers, as 
they do go out, certainly it should be left to any Administration to review its 
own Assessments when an appeal is lodged. If in the generality of the application 
of our law, applied by many persons in many parts of Canada, something is 
done as the result of which the taxpayer appeals, he should not be forced by any 
means into the proposed new Court; he should have the right to take it up 
with the Administration if possible, and if we cannot agree in our legal views, 
then of course it 1s quite immaterial whether he goes to another newly establish 
“Judicial body” as you may call it if you desire to dodge the word “Court”, 
or whether he goes to the Exchequer Court. That depends, gentlemen, upon 
what the people want. And if they want that kind of a Court, a Taxation Court, 
it will not have the dignity, the strength and prestige. Of course, it will be open 
to the taxpayer to appeal the decision of the intermediate Court, and it would 
be equally open to the Crown to do so. Unless there is a real demand for it I 
doubt the wisdom at this time of putting in that added extra cost. In your ° 
mental concept it sounds good, but in actual practice, no. 

Hon. Mr. Vien: At the present time if you file a Notice of Dissatisfaction 
you are obliged to make a deposit of $400, which is another deterrent to many 
taxpayers. 

Mr. Exxiotr: There are two answers to that statement, sir; one is to scale 
down the amount or wipe it out. It is a minor matter. The second answer is 
that it costs $8 to $10 to buy a bond from a surety company, and that is all the 
taxpayer needs in order to pay the $400 security. 

Hon. Mr. Vien: But you know what has to be done when you go to a 
surety company: you have to deposit money or security, or have security to 
vouch for you. 

Mr. Exuiorr: I am coming to that. On the other hand, there is a goodly 
number of taxpayers who hand over to us their Victory bonds and they are 
getting the interest on this security all the time; all we have is possession of 
them. We say: “That is ample security.” That is very simple. But if the 
$400 is too high, let us cut it down to $40. ‘ 

Hon. Mr. Bencu: You would not be in favour of that reduction. 

Mr. Exsiotr: Surely I would. We have never lost a nickel that way. We 
have always got our costs, because naturally we are dealing with peeple who have 
money. If they have money they have to pay taxes, and if they have to pay 
taxes they have money! 
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Hon. Mr. Bencu: I suggest that there should be some protection against 
frivolous appeals. 

Mr. Exuiotr: There should be, senator. 

Hon. Mr. Bencu: And I suggest to you that that was probably the reason 
for imposing the obligation upon the appellant to deposit $400. 

Mr. Euuiotr: I am sure that is the reason, senator. 

Hon. Mr. Farris: In the end are not the costs sufficient to take care of it? 

Mr. Exuiorr: No, because the appellants go right up to the Court and then 
quit. There are both frivolous and annoying or wearing-down or “wear them 
out” appeals, because it costs nothing and many people go on with their appeals 
right up to the Court; but immediately they find they are going to incur Court 
costs they “talk turkey” and say: “I do not think I can win this case’, and quit. 

Hon. Mr. Crerar: We have been exploring this question, which is very 
interesting. The procedure as explained would apply to cases where very 
considerable amounts were in dispute as to the tax that should be levied, but I 
am thinking, for instance, of the small corner grocery man in the city of 
Winnipeg who, at the end of the year, files a return with the Inspector in 
Winnipeg. Whether or not the grocer engages the assistance of an accountant, 
he files his return, and finally your assessor in Winnipeg examines it and writes 
to the grocer saying: “Your assessment is wrong.” ‘The taxpayer may have 
filed a return where the tax was, say, $500, and the assessor advises him: “You 
are assessed for $750.” The taxpayer does not think that is quite right, and he 
goes to the Inspector or some other official in the Winnipeg tax office and makes 
the complaint that in his judgment he is over-assessed, and the assessor replies: 
“We are very sorry, but according to the rulings we are working under this is 
the assessment and it is not going to be changed, it cannot be changed.” Still the 
taxpayer feels aggrieved. Now, he is not in the class of the larger corporations 
‘and others who may hire a chartered accountant or hire a lawyer, and follow 
the thing through to the Exchequer Court. 


Hon. Mr. Vien: You do not “hire” lawyers, you retain them. 


Hon. Mr. Crerar: Quite so. He says: “I think it is unjust and unfair,” 
and the auditor may say: “I do not agree with the income tax people”; but in 
the end he will pay the extra $250 because that is the cheapest way out of his 
dilemma. I think those cases frequently arise——I am simply exploring the 
matter to get at the rights of 1t—although anyone concerned may not voice his 
complaint except perhaps to his neighbours. He pays the shot, and that is that. 
Now, I do not know whether it would be possible to have some simple, 
inexpensive procedure such as the appointment of an arbitrator who would 
examine that assessment and say: ‘‘No; you are wrongly assessed. The return 
you filed is correct” and, thus settle it? Much the same procedure was followed 
when the Farmers Creditors’ Arrangement Act was enacted. The farmer who 
felt he had a load of debt filed an application to have it considered by an 
officer of the Government. Both parties to the dispute appeared before him and 
stated their respective cases. Then someone said: “This is the way we will 
settle it’, and that was accepted almost without dispute. Now, would it be 
possible to have set up some simple machinery of that kind which would satisfy 
these claimants, because in the case I cite, if this little corner grocery man had 
his case reviewed in that fashion and the yudgment were against him he would 
accept it, I think, with much better grace than he would where he feels he has 
not a chance. He files his return and the assessor in Winnipeg assesses that 
return on the basis of the memoranda and of the information he has secured 
from the central office. I wish to say, expressing my own. opinion, that I think 
Mr. Elliott’s staff have gone to very considerably lengths to try to make the 
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Act operate efficiently and fairly, and I do not want Mr. Elliott to think this — 
is a criticism, but I have met persons who felt they were wrongly assessed and 
who said: “Oh, well, I paid it.’ There was no chance of them getting to the 
Exchequer Court if they had to hire a good or a bad lawyer at $150 or $50 per 
day, because it would cost them a lot more than if they paid it to the Income 
Tax Department, and I suppose they would prefer to pay it to the Income Tax 
Department rather than to lawyers! 

Hon. Mr. Beaurecarp: As a matter of fact, Mr. Elliott, the appeal to which 
you have referred is not in reality an appeal at all. 

Mr. Exuiotr: The appeal is a factual thing, provided for in the Act. 

Hon. Mr. Braurnearp: As I understand it, what is called an appeal is a 
matter of the assessors revising their own assessments and putting the record 
in shape for another tribunal. Is that right? 

Mr. Exuuiorr: In large degree that is right; but if I understand your 
comment that an appeal is no appeal at all, let us assume for a moment that that 
is the concept of many people: Why not change the word ‘appeal’ toa “request 
for review” by the Administration, so that the taxpayer lodges a request for a 
review? . 

Hon. Mr. BeaurgecArp: I suggest that if the law were re-drafted along that 
line it would be more appropriate. 

Mr. Evuiorr: Very well, wrap it up in brown paper and it does not look 
very nice, but put it in Christmas paper and it will look fine! Call it a “request 
for review’; we are only playing with names, senator. From time immemorial an 
appeal on a matter of law generally goes to a Court, so when it goes back to the 
Administration they think it is not an appeal. 

Hon. Mr. Vien: Would you agree that the “appeal” under the Act to the 
Minister is a misnomer? 7 

Mr. Exuiorr: No, because I think it is an appeal or a submission for 
reconsideration; but we are back to a play on words, senator. 

The CHarrMANn: Is it not an appeal to the same “Court” that made the 
first decision? 

Mr. Exuiorr: The traditional view is that an “appeal” means an appeal 
from some person’s decision to an independent tribunal. 


The CHAIRMAN: And that is not the case here. 


_ Mr. Exuiorr: I think probably there is a lot to be said for that viewpoint, 
sir. 

Hon. Mr. Farris: Under a recent ruling the appeal to the Minister is much 
wider in the matter of jurisdiction than the appeal elsewhere? | 

Mr. Exuiorr: That is correct, and the recent ruling to which you refer is 
in the Nicholson case. If I may comment on Senator Crerar’s remarks, I think 
I might ask members of the committee to consider the example to which he 
refers, namely, The Farmers Creditors’ Arrangement Act with respect to which 
many boards were set up, but when you are dealing with taxation I suggest that 
there is a slight difference between that work and the work of adjusting the 
claims as between the borrower and the creditor. If my general information is 
accurate those tribunals were very much in favour of the debtor, and many 
things were done as to which those who lent the money felt greatly aggrieved. 
Now, we must not have a tribunal that is so conditioned on a long term taxation 
that they are inclined to favour the creditor or, in this case, inclined to go 
against. the Crown by reason of the fact that the taxpayer is only one individual, 
because as I said in my earlier remarks, that taxpayer lays down the law for 
all kinds of taxpayers. All taxpayers should be dealt with alike, and I am a 
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little apprehensive of these easy boards, because this is an age of boards and 
not an.age of Courts, gentlemen, and these easy boards might well become 
easily disposed towards the man who has the burden to bear, whereas the Crown 
must administer justice fairly, firmly and equally among all citizens. 

The CuarirMAN: It is desired that we have a meeting of the Steering 
Committee at the conclusion of this hearing. Perhaps we might adjourn very 
soon. 

Hon. Mr. Haig: I do not think we can continue very much longer, although 
some members of the committee would like to ask Mr. Elliott a question or two. 

The CuarrMAn: I thought that by calling the Steermg Committee together 
we could arrange matters in a more orderly manner. 

Hon. Mr. Hate: I think you will have to do that. Probably the whole 
committee as well as the Steering Committee should sit and discuss. the situation. 

Hon. Mr. Vien: I agree with what Senator Haig has just said, but I suggest 
that since Mr. Elliott during the other sittings of the committee developed the 
general workings of his Department and this is perhaps the first sitting of the 
committee at which questions have been allowed to be asked of him, it is not 
surprising that so many members may have more questions to ask. 

Hon. Mr. Haig: I am not criticizing anybody. 

Hon. Mr. Vien: Oh, no; I agree with you, senator, but I do not think the 
Steering Committee can overcome that situation. 

The CHAIRMAN: We could try. 

Hon. Mr. Vien: You can try, but you can succeed only in one way, and 
that is by shutting out all questions. 

Hon. Mr. BucuHanan: Mr. Elliott, did you complete your answer to Senator 
Crerar? 

Mr. Exuiotrr: I was going on further, but I do not want to run foul of the 
chairman of this committee. 

The CHARMAN: I am not trying to be arbitrary at all. What is the wish 
of this committee? 


Have you completed your answer, Mr. Elliott? 


Mr. Exuiorr: It is not really very important except that the honourable 
senator developed quite a situation, and I would almost feel remiss if I did not 
complete my answer. 

Hon. Mr. Crerar: I did not use The Farmers Creditors’ Arrangement Act 
as the shining example of what should be done in the taxation field. 

Mr. Ex.iorr: No; it is quite a modification. 

Hon. Mr. Crerar: Excepting this, that it was a procedure for bringing 
together parties who could not otherwise get together and effect a settlement. 
Now, it may be that at the time the settlement was unjust to one party or the 
other, but my own judgment is that in the vast majority of cases it worked out 
reasonably satisfactorily. However, it settled the situation. One observation 
more: I do not think it is wise, and I do not think it is good or healthy to have 
taxpayers feeling that they have been unfairly dealt with by the Crown. 


Hon. Mr. McRar: May I suggest one word along the line Senator Crerar 
has been discussing: I know of a few instances where the situation has been 
identical with those he has described, and quite naturally it has resulted in a 
great deal of criticism by the particular individuals concerned. I thought Mr. 
Elliott in his reply could include an answer to this: It has occurred to me that 
there might be developed some way of settling minor cases locally. That is 
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practically what Senator Crerar is suggesting. I think it will remove a great 
deal of criticism with respect to the Act, because the little fellow probably 
criticizes it more than a large taxpayer does. 

Mr. Exvuiorr: Well, now, as to these small cases, Senator Crerar has 
suggested satisfying the taxpayer. Of course, gentlemen, there is only one 
thing. that will really satisfy him, and that is to consent to his view. 

Hon. Mr. Crerar: No; I dissent from that. 

Mr. Exuiorr: Let me develop that a little further: I think you must admit 
that that would really satisfy him! 

Hon. Mr. Vien: That is the ideal. 

Hon. Mr. Crerar: I would dissent from that. 

Mr. Exuiorr: My next comment will be far from satisfying, because that is, 
as Senator Vien says, ideal: this gentleman mentioned in your example had 
some $200 or more at stake in that year. I underline those words. That is an 
isolated situation, but there is a regularity about business, and that $200 or $250 
problem will arise next year with the same man if he is in the same business and 
doing substantially the same things. So in the vast majority of cases you are 
not dealing with $200 but dealing with future rights. Now, if a man can show 
he has future rights at stake, even though the amount be only $200 the Supreme 
Court of Canada gives jurisdiction. I suggest that as a serious thought between 
a small amount as money and a small amount which establishes a principle 
applying not only to the future rights of that taxpayer but to all other taxpayers 
across Canada having substantially the same claims. That is answer No. 1. 
Answer No. 2 is as to these local boards or Courts. I think we all must agree 
that the weight of the tax under today’s conditions, and it appears that those 
conditions will exist for some little time even though there is a reduction in the 
tax, 1s so much that there are really no small cases at all. And if you establish 
Courts of final jurisdiction in various parts of Canada with power to try cases 
to some limit—and again I use the Division Court as an example for it is a final 
Court to certain limits in various provinces, $800 in Ontario, I think—if you 
establish final Courts of this local character across Canada, within the range 
of $1 to the maximum jurisdiction in money that you establish, you will have 
a great variety of treatment in various provinces in Canada which, I suggest, if 
you look ahead, will cause more discontent than even taking it into an expensive 
Court. 


Hon. Mr. Bencu: You have had some experience in your Department with 
that very type of decentralized operation as Salaries Controller, and I would 
like to ask a question thereon: You have set up in various districts local salary 
review boards? 


Mr. Evuiorr: Yes. 


Hon. Mr. Bencu: They review the applications, and as the law now stands 
they are empowered to make final disposition— 

Mr. Exuiorr: No; they are not empowered to make final disposition. I will 
give you the history of that, if you like. 

Hon. Mr. Bencu: May I tell you what is in my mind first? 

Mr. Exuiorr: I am sorry. 

Hon. Mr. Bencu: Those boards do have certain powers vested in them? 

Mr. Exsiort: Yes. 


Hon. Mr. Bencu: A similar situation apples in the administration of the 
Wages Controller: there are decentralized administrative bodies across Canada. 


Mr. Exxuiotr: Without final authority. 
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Hon. Mr. Bencu: But this applies, I know, in the case of the administration 
of the Wartime Wages Control Act, Mr. Elliott. There is a central national 
board in which is vested the final power of disposing of applications? 

Mr. Euuiotr: Yes. 


Hon. Mr. Bencu: And as the result of such arrangement there has developed 
a uniformity of jurisprudence right across Canada in the administration of that 
Order in Council? 


Mr. Evuiotrr: Yes. 


Hon. Mr. Bencu: Now, would it not be possible, as suggested by Senator 
Crerar, to have that kind of administrative set-up to deal with assessment 
appeals in the first instance in the various districts. 


Mr. Exuiotr: Well, in both those boards, the Salaries Control Board and 
the Regional War Labour Boards, they make decisions; but those decisions are 
subject to review at Ottawa. That is not quite Senator Crerar’s suggestion. 


Hon. Mr. Bencu: I am suggesting that that formula might be applied to the 
Income Tax Act administration. 

Mr. Exutorr: Yes, the formula could be applied; but still 1t would be 
subject to appeal to the same Jurisdiction that first imposed the assessment. You 
see, as to the Salaries Control Board and the Regional War Labour Boards’ 
decisions, they are both under a general law or Order in Council, which is law. 
That law is imposed, and then if aggrieved, you have to appeal from the decision 
to the very central body that originated the law. Senator Beauregard suggested 
that it is not proper and not a true appeal. However, I should like to have the 
record clear, from the standpoint of my own administration of Salaries Control, 
that these gentlemen in regional boards for Salaries Control have not final 
jurisdiction. If it is of interest to you, gentlemen, I should like to tell you what 
I did. In the last amendment to the Salaries order, about eight months ago, 
they gave such powers to the Salaries Controller that I, as such, felt very 
difiident as to how to exercise those powers. For instance, if there was a great 
hardship upon a business because it could not grant an increase, I would sanction 
it; and if they are were likely to lose the services of a valuable man from 1941 
up to the present day who said: “I can get a job across the road, or in the 
next province, or in the United States” if he happens to be a citizen of the United 
States residing in this country and has the right to go, and Management says: 
“We cannot afford to lose that man, he 1s too valuable; it will be bad for the 
economy of Canada if he goes.” then the Salaries Controller has been granted 
that power. It was so wide that I did not know exactly how to handle it, so I 
suggested that we ask twenty-one gentlemen, three to a board regionally located, 
to act as seven boards across Canada, and the kind of gentlemen we selected 
were men who had retired from business and were therefore experienced. They 
were not in the competitive field, and were not going to sit in judgment on the 
salary of another business in which they were either competitive or friendly, or 
to whom they had sold goods or from whom they had bought goods, because 
those factors would have an influence on their decisions. So we decided to get 
men that had retired, with great experience and without special interests adverse 
or favourable. We set them up and said to them: ‘Now, up to the range of 
a certain salary, where you find the salary increase should be granted you may 
so recommend, and we intimate to you that up to that level of increase we raise 
practically no objection at Ottawa. In practice you are more or less the final 
authority.” But if in observing these reports that come into Ottawa we see 
that Ontario gets out of line with Quebec or New Brunswick, or some other 
province, we say: “Well, there is one we will not allow. We reserve the right 
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of disallowance, and indeed the only way you can pay it is by the final signature 
of the Salaries Controller in Ottawa.” We could not delegate a power given 
to us; we have no power of further delegation. It would be contrary to law. 
So I do not want to leave on the record the impression that the local boards have 
final jurisdiction. 

Hon. Mr. Bencu: I acknowledge that from my language you have got the 
wrong impression, but the fact is that for the administration of the Salaries 
Controller’s orders you have these local boards who deal with the interested 
parties directly, and you preserve central control in Ottawa for the maintenance 
of uniformity. Now, I am suggesting briefly that that type of thing might be 


applied in the administration of this Act in the matter of appeals in the first 


instance, and I further suggest to you that that might be a very good means 
of meeting the suggestion that has been put forward by Senator Crerar. 

Mr. Exuiorr: As long as we thoroughly understand it, there is much in 
your comment, senator. We are really back to the corner grocery man in 
Winnipeg: “My good friend, go and see this board in Winnipeg”! To carry 
the deception a little further let us put him in a different office. The applicant 
goes into a different atmosphere and sees different offices, and he thinks he 
has an appeal to a board that has final jurisdiction. 


Hon. Mr. Bencu: No; there is an independent chairman and somebody 
representing the Department of Income Tax and somebody representing business, 
so that when he goes there he feels he is appealing to an independent tribunal. 

Hon. Mr. Harta: We did it under The Military Service Act. 

Mr. Exuiotr: But that decision still comes to Ottawa for approval. 


Hon. Mr. Haic: A Judge of the Supreme Court of Manitoba told me he 
had a farmer representing rural conditions and another representing the 
Government, each of whom would be paid $10 or $20 per day, sitting with 
him. The three of them sat and applicants argued before them personally 
or by counsel, as they saw fit. Then the tribunal made its decision. That 
decision could be appealed to Ottawa by the Mulitary. District or by the 
applicant, but I know the appeals were very, very few because the tribunal 
satisfied the applicant that the decision was within the law. 

Hon. Mr. Farris: These other cases are not appealable but reviewable. 


Hon. Mr. Bencn: You would have a central board in Ottawa to review 
those cases. 


Hon. Mr. Hata: Yes. 


Hon, Mr. Farris: Instead of terming it an appeal, why not say they had 
the right to a review? : 


Hon. Mr. Harte: You do not need to go that far. Take Senator Crerar’s 
very typical case: he comes into the office of a practising lawyer, and what is 
he told? He is told that it is too costly to appeal, because there is only $250 
involved. He goes out of the office as mad as a hatter against the Government. 
That is the situation. If there was a small board one member of which is a 
Judge—because I am not as afraid of the County Court Judges as my friend is— 


Mr, Exuiorr: Please believe me when I say I have no reason to disparage 
the County Court Judges. 


Hon. Mr. Hate: They have been appointed by the Parliament of Canada 
in all the provinces under The Farmers Creditors’ Arrangement Act. That is 
the point to which I wanted Mr. Elliott to address himself, and not to a hypo- 
thetical case. I want him to address himself to the case of a man who appears 
before a board composed of a Judge and a man representing the Government 
and a man representing the public. They talk the problem over and convince 
him he is wrong, and he goes away satisfied. 
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Hon. Mr. Camppetu: Would Mr. Elliott furnish us with some information: 
First, a list of sections with respect to which rulings have been made. 

Mr. Exuiotrr: I do not think that is possible. 

Hon. Mr. CAMPBELL: I mean an indication of the sections with respect to 
which it has been thought necessary or advisable to make rulings. 

Mr. Exuiorr: By rulings you mean these memoranda sent out to our 
Inspectors. 

Hon. Mr. CAMPBELL: Yes. 

Mr: Exuiotr: I do not think they are earmarked as to sections. For 
instance, we keep them by years. We have, say, Memorandum No. 1—1944-5 
Fiscal Period, and we go through that, year. You will find in our shelves long 
folders or books containing various memoranda and rulings. They are not 
tabulated according to the sections at all. We will have to go back the 
whole 5, 10 or 15 years in order to find out what rulings applied to what 
sections, and very often: even the ruling does not mention the section but 
mentions the general law. 

Hon. Mr. Camppetu: May I suggest that it might be possible, first, for 
the legal department within the next few weeks to indicate the sections with 
respect to which you have made rulings over the last four or five years, and 
second, to furnish a list of the complaints or suggested amendments which I 
think you referred to as being kept in a, drawer. 

Mr. Exutiorr: No. The suggestions each year are put in an ordinary 
folder. They are all there. Some letters come in with suggested amendments, 
and we throw them in that folder. There is a folder for each year, and they 
go back many years. Sometimes it is an association and sometimes a taxpayer 
who has a good idea or thinks he has a good idea,—and sometimes he has, 
gentlemen. Sometimes a memorandum by ourselves is thrown in the folder 
to be brought. up at budget time. I think we have those folders, I do not 
know. Does the committee want to look at what has been suggested over a 
series of years? 

Hon. Mr. Campseuu: I think it might indicate to the committee certain 
sections as to which there has been difficulty in interpreting the law. 

Mr. Exuiorr: There is no reason why we should not give you all the 
folders, sir. 

The CuHarrRMAN: It is quite evident that there are many other members 
who desire to ask Mr. Elliott some questions. Is it possible for the committee 
to meet to-morrow? 

The CLERK OF THE CoMMITTEE: There are three committees sitting to- 
morrow, sir. 

The CHatmman: Last evening the Steering Committee met and decided 
that we should like to have briefs submitted by the organizations who were 
invited here at the initial meeting, such as the Manufacturers Associations, the 
two Accountants’ Associations, the members of the Bar, Labour, Agricultural, 
and so on, and we have asked them to have their briefs prepared and be ready 
to appear, personally if they do desire, on Tuesday, December 4, next. It is 
probably not possible to meet next week with any advantage, because in almost 
all cases these men say in their letters to me that they require a certain time in 
which to prepare their briefs, and naturally they want to have printed copies 
of the evidence that Mr. Elliott has given. We hope to have these representatives 
here on Tuesday, December 4. Under those circumstances I do not suppose 
there would be very much use in meeting next week. 


Hon. Mr. Farris: When will the report you spoke about last night be 


printed? 
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Hon. Mr. Campsetu: The report on subdividing the districts. 

Mr. Exuiotr: That was tabled in the House of Commons almost a week 
ago and also in the Senate, so the first thing you have to do, I fancy, is to ask 
the Printing Committee, either of your Chamber or the House of Commons, 
to have it printed. 

Hon. Mr. Farris: It should be printed for the purpose of this committee, 
should it not? 

Mr. Exuiorr: I think it would be very useful to this committee. 

Hon. Mr. Haypen: I know they were asking for it in the other House, and 
I propose that we also ask for it. 

Hon. Mr. Farris: I move that. 

The CuatrrMaNn: Are you all content, gentlemen? (Carried.) 

Hon. Mr. Bencu: On the matter of meeting next week, obviously Mr. 
Elliott has not finished. 

Mr. Exsiorr: If I may interrupt, I am finished! 

Hon. Mr. Bencu: I should have said that members of the committee would 
still like to hear from Mr. Elliott on many topics. Do you not think we could 
meet again this week? 

Hon. Mr. Hate: On Friday night. 

Hon. Mr. Bencu: If you are inviting the other interested parties to come 
here with their submissions a week from next Tuesday, on the 4th December, 
I think we should sit next week in order to permit Mr. Elliott to finish stating 
whatever he may be requested to state. | 

The CHAIRMAN: Suppose we meet next Tuesday? 

Mr. Exuiorr: Mr. Chairman, may I advise the members of the committee 
that many people may think the League of Nations is dead, but it really is not. 
On the Labour and Economic smaller sides it always has and is still doing very 
good work, and we are drawing what we think is a rather good document 
pertaining to the movement of capital and the behaviour of the rich countries 
and the poor countries, and how they should receive and deal with capital, ete. 
It is a kind of general behaviour that we are trying to indicate, and it touches 
upon many angles. We are going to have a meeting in Princeton on Monday, 
Tuesday and Wednesday, and actually Thursday although it was too long for 
me. I am chairman of that committee, and I said I would be there on Monday, 
Tuesday and Wednesday of next week. 

Hon. Mr. CampsBeuu: I suggest that we adjourn until the 4th December, 
and then hear the representations from the members of the Bar and other 
associations mentioned, gentlemen. Then it might be more helpful to us in 
going on with our questioning of Mr. Elliott. It might shorten it a great deal. 
IT would so move. 

The CHatrMAN: I move that the committee adjourn now to meet at 
10.30 a.m. on Tuesday, December 4. 

Some Hon. SENATORS: Carried. 

The CHatrmMan: I will ask the members of the Steering Committee to 
remain for a few minutes. 

Hon. Mr. CamMpsBetu: Could we not have the whole committee meet? 


The committee adjourned at 10.05 o’clock p.m. until 10.30 a.m. o’clock on 
Tuesday, December 4, 1945. 
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EXHIBIT No. 11 


CATEGORIES OF DISCRETION 


. 1. Allowance of Reserves. 
RL) 5 (8 Yo isr ote ee abate a. Depletion. 
CLO ais cree 1s en wae b. Depreciation. 
es G3) )4 6 2 nae ie c. Bad Debts. 
Ola ree bn dw 4 Aree eres d. Inventory. 
2. Limitation of Expenses. 
DIA hs eh es ARE Sk Poe Bg 1. Expenses. 
LS 0G) Eko Mee ma p= dS SP Aah 2. Salaries. 
GOMER eas. 4 erm. 3. In capital expenditure allowance. 
BOD) ECD ace sass ve) abate ener 4. Interest. 
3. Determination of true nature of transactions where‘lessening of 
tax may be involved with reference to companies and individuals 
DeNO DOS chy agrees eee ate Mee 1. Inter company purchases and sales. 
21(8) 2. Value of shareholders’ property transferred to company. 
DSO es cls SUK a ene eee 3. Unreasonable payment to non resident companies. 
SLC) sand S20) a woes 4. Transactions between husband and wife and parent and 
child. 
4. Determination of nature of income. 
DC eR Seed: NaHS Ge, 1. Interest portion. 
PAA C.D Ho A Eh NG a 2. Tax Free living allowance. 
CAGE IAL) 05s hilo ee) 5. Determining nature and effect of certain legal documents (mort- 
BUM EC Po aii. cel tern ta wrete gage) and reciprocal acts. 
TCU YATN) «coterie ereN Shc ant 6. Approval of Pension Schemes. 
7. Minor Administrative Discretions. 
AEN ote abi hs O81" 1. Extending time for making return. 
EM a Aa fh. Ran alate Se a 2. Require production of letters and documents involved in 
assessment. 
BG oes a's RNIN cc Lian Ss 3. Require keeping of books. 
TEL SAC 2S ean iS 6A 4. Demand payment of taxes for a person suspected of leaving 
Canada. 
pC AR ASAE aN «ol gla ee 8. Regulations to carry Act into effect. 
9. Waiving penalties. 
EELS AD) 3 cic Lae a oe 1. Failure to file return. 
10. Determination of Standard Profits. 
OX AGT Oil Ug Sal Maes ce 1. Commencement of business. 
PATA DS Eid REI ae sy ai UR a b. Nature of business. 
11. Adjust Standard Profits. 
cA CME OS ed BRE a 1. Basis of partial fiscal period. 
AGL ECD Job. Be Deca townie dots 2. Alteration of capital. 
bt?) angi(4) o-Ps ieee 12. Direct a reference to Board of Referees in case of new or sub- 


stantially different business. 


(The sections listed are from the Income War Tax Act unless they 


CG. Fraser Exuiott, Esq., 


are marked E.P.T., which signifies Excess Profits Tax Act.). 


EXHIBIT No. 12 
30th April, 1945. 
CMG KC, 


Deputy Minister of National Revenue for Taxation, 


Ottawa, Ontario. 


Dear Sir: The Committee appointed by you to survey the organization of 


the Taxation Division in regard to serving the public by an adequate number 
of district offices appropriately located, as outlined in your memorandum to the 
Committee dated November 8, 1944, has now completed its studies and has 
pleasure in submitting the attached Report for your consideration. 
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To facilitate reference thereto the Report has been divided into ten Sections 
and an Appendix containing sixteen Exhibits. 

The Committee wishes gratefully to acknowledge the co-operation and 
assistance it has received from the officials and other members of the Taxation 
Division—both in its Head Office and in the district offices throughout Canada 
visited by the Committee. Any information or guidance requested by the 
Committee in the course of its studies was always most readily and willingly 

iven. 
Respectfully submitted, 


R. V. MaAcauLay 


J. McLaren 
B. Woop. 
; CONTENTS OF REPORT 
I.  —Introduction. 
II. —Procedure of Committee. 
III. —Growth of Taxation Division. 
IV. —General Premises. 
V. —Recommendations regarding District Office Organization. 
VI. —Notes concerning Individual Districts and Alternative Arrangements. 


VII. —Staff Requirements. 

VIII.—Office Space. 

IX. —Travelling and Provision of Motor Cars. 
—General Comments. 


I. INTRODUCTION 


The Committee was set up by the Deputy Minister (Taxation) in 
November, 1944, for the purpose of “making a survey of the present establish- 
ment of the Taxation Division in regard to serving the public by an appro- 
priately situated and adequate number of offices, if it should be found that the 
present establishment is regarded as inadequate”. 

The purposes and reasons for the survey are more fully set out in Exhibit 1 
comprising a letter from the Deputy Minister to the Committee members dated 
November 8, 1944, with an attached memorandum, and in Exhibit 2—a memo- 
randum from the Deputy Minister to the Minister dated October 16, 1944. 


The Committee comprised Messrs. R. V. Macaulay, of the Bell Telephone 
Company of Canada, J. McLaren, of the Sun Life Assurance Company of 
Canada, and B. Wood, Chief Examiner of Income Tax. 

Authorization for expenses incurred in this survey by Messrs. Macaulay 
and McLaren is by Order in Council P.C. 95/8685 dated November 14, 1944. 


This report outlines the procedures and recommendations of the Committee. 
For purposes of convenient reference, the narrative report has been set up in a 
number of sections and most of the statistical data are set forth in exhibits 
forming an appendix to the Report. These sections and exhibits are as indicated 
in the preceding Table of Contents. 


II—PROCEDURE OF COMMITTEE 


Immediately upon its organization by the Deputy Minister, the Committee 
obtained space in the Head Office of the Taxation Division and familiarized 
itself with the general organization of the Division. Interviews were held with 
the officials in Head Office in charge of the various departments of the organiza- 
tion. Maps showing the location of the present District Offices and general . 
statistics of returns, collections, and other relevant information were studied. 
Requests were sent to all District Offices to analyse by counties the ae for 
1943 received by them. 
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The Committee visited the Ottawa District Office and was given an outline 
of the general organization and functions of a District Office. 

It was decided that the objectives of the Committee could not be arrived 
at without personal interviews with the various Inspectors and inspections of 
the District Offices, supplemented by general surveys of the territories admin- 
istered by these districts. 

The Committee proceeded to Montreal and discussed with Mr. A. H. 
Rowland, the Inspector there, who had given much personal study to this 
matter, the question of adequately covering all sections of the public for 
taxation purposes. Various alternative forms of District Office organization 
were discussed with him, and also the question of organization in the territory 
administered. by the Montreal District Office. 

After some time spent in the Montreal District Office during which the 
members of the Committee were instructed in the different functions performed 
in District Offices and in the use of the various forms, returns, systems, etc., 
the Committee proceeded with its plans to visit all district offices. 

To assist in determining the adequacy of the coverage given to the 
population of the various districts, the Committee prepared analyses by counties 
of the population, both rural and urban. Figures of the T.1, T.2 and T.4 
returns for 1943 received from these counties were obtained from the District 
Offices and correlated with the population figures. The location and. distribu- 
tion of the population in relation to the volume of tax returns were studied, and. 
tentative districts to supplement the existing organization were drafted. These 
proposed districts were reviewed with the Inspectors who presently administer 
the territories concerned, and the suitability of their locations discussed with 
them. 

In considering the locale of a proposed new office and the service it could 
give, it was borne in mind that the new District Office, by providing closer 
supervision, would probably produce a larger volume of returns under the 
present tax structure than is now being obtained. 

Consideration was given to the economic conditions now prevailing and 
those likely to prevail in the future in the more settled areas of the country. 
The possibilities of future development in the more sparsely populated areas 
were also taken into account. The various means of communication, highway, 
railroad and air, and the ease of communication throughout the various Districts 
- influenced the Committee in arriving at its recommendations for these tentative 
districts. 

The population figures used by the Committee in its survey have been 
based on 1941 census figures. The number of Returns obtained from the 
various counties was based on actual counts or estimates made by the District 
Offices. Each District Office made an analysis of either the whole or a propor- 
tion of the 1943 Returns by counties. In the case of those districts making an 
analysis of a proportion of the returns, the results obtained were applied to the 
total number of returns received in the District at February 28, 1945. 

The totals of the collections received in the present District Offices during 
the fiscal year 1943-44 were subdivided as between individuals, corporations and 
succession duties. These collections were then distributed over the proposed 
District Office organization; the individual. collections and succession duties 
distributed in proportion to the number of 19438 T.1 returns distributed to each 
district and the corporation collections in proportion to the number of 1948 T. 2 
returns. 

It is realized, of course, that this method of pro-rating collections is not 
highly accurate. To obtain a more accurate allocation of collections would 
require a detailed analysis of individual returns, which the Committee was not 
empowered to do. Even if this were done, it would not be possible to allocate 
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all returns to the districts in which they might be filed. The error in estimated 
collections as between districts is probably relatively greater for corporations 
than for individuals. The Committee considered that the allocation of collec- 
tions as shown in this report is generally indicative of the relative level of 
tax revenue for each district at the present time and satisfactory for the purpose 
for which it has been used. Any inaccuracy in allocation is probably less than 
changes to be expected in collections due to changes in industrial and economic 
conditions as affecting districts and, of course, much less than may be expected 
due to changes in the tax structure. 

The statistics of 1943 Returns received as at February 28, 1945, and the 
total of the collections made in the fiscal year 1943-44 provided the most recent 
figures available to measure the two basic functions of the District Offices—i.e. 
assessments and collections. The application of these two statistics to the 
proposed new District Office organization provided also a basis for estimating 
the establishments required for them. In making this latter estimate, the 
number of staff presently employed in each district office and the number of 
returns assessed and unassessed in these districts, along with the amount of 
investigation actually done and which should be done, were considered. 

The Committee in the course of its studies visited all District Offices and 
sub-offices in the present organization with the exception of the District Office 
located in Dawson City, Yukon. It also visited all-cities in which it has recom- 
mended that District Offices be opened, and inspected a number of other cities 
and towns in territories which were considered as possible locations for District 
Offices but which on final analysis were not recommended. 

During its visit to each District Office, the Committee discussed exhaus- 
tively with the Inspector all aspects of the question of adequately and equitably 
administering the Income War Tax Act amongst all taxpayers in his territory. 

In all cases, the question of the amount of investigation work being under- 
taken by assessors was reviewed. It was ascertained if assessments were reason- 
ably up to date or were running unduly in arrears. The status of Tax Deduc- 
tion work amongst employers was reviewed. 

The Committee during its visits inspected the District Offices from the 
viewpoint of the internal organization and working conditions and in general 
ascertained from personal inspection the adequacy of the office in relation to 

its work. By means of this survey, the Committee is of opinion that it obtained 
an adequate picture of the present District Office organization of the Taxation 
Division. 


HI. GROWTH OF TAXATION DIVISION 


The great expansion in the work of the Division in recent years is indicated 
in Exhibit 3. This exhibit comprises a statement of T.1 returns for taxation 
years 1935 to 19438, and collections, number of staff and expenses for the fiscal 
years 1934-35 to 1943-44. 

The year 1939 did not differ much from the preceding few years, but 
each year since 1939 through 1943, the basic year for this study, showed rapid 
growth. Comparisons of 1943 with 1939 are as follows:— 


Ratio 

1939 1943 1943 to 1939 
Total T.1 Returns. . 495,121 2,717,160 5:5 
Total Collections... $134,448,566 $1,635,494 ,705 12*2 
Poteet ae LOO ee. 1,315 5,125 3°9 
Total Expense...... $2,418,357 $7,513,614 a ei 


(Note: Tax Returns are for the taxation year; collections, staff and expenses 
are for the fiscal year ending the following March 31.) 
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The reason for this great expansion, especially marked in collections, was, 
of course, the need for tremendous sums to finance our participation in the war 
and to assist our allies under a policy of paying as much as possible for the 
war out of current revenue. To do this, individual and corporate rates of tax 
were increased drastically, exemptions lowered, an Excess Profits tax levied on 
businesses and a Succession Duty levy introduced. With wartime boom in 
employment and earnings and lower income tax exemptions, the number of 
individual tax returns has increased about five and a half times. 


At the same time that these increases were occurring, a number of new 
features were introduced, such as National Defence Tax, normal and graduated 
tax, deduction at the source by employers, instalment payments, compulsory 
savings, Excess Profits Taxes, Succession Duties, etc., increasing the amount and 
complexity of the work of the District Offices. 


This large growth in tax returns and collections and in the complexity of 
work made it necessary to increase the staffs and to revise the organization 
from time to time in all Income Tax offices. The fact that there are some two 
million taxpayers who formerly did not make returns has required the Division 
to do a great deal of educational and contact work with the general public. 
The answering of queries and assisting taxpayers in preparing returns became 
a substantial part of the duties of the District Offices and occupied the time of 
many of the district staffs. 


Employment conditions generally have been difficult in recent war years. 
Increased turnover, shortage of available skilled help, necessity for increased 
training of personnel have intensified the problem of rapidly expanding staff 
to keep pace with the volume of work. At some offices, shortage of office space 
has sometimes precluded the necessary additions to staff that otherwise might 
have been made. 

Under these wartime conditions, it has been necessary to attempt to clear 
some of the more urgent work that requires priority whereas other work tends 
to fall in arrears. Current tax deduction work, succession duties and refunds, 
for example, are generally kept more up to date than general and corporation 
assessing, and investigational activities. Better balance in all branches of the 
work and more uniformity between districts are much to be desired. 


As of March 31, 1945, there was a total of 6,421 employees, of whom 467 
were on Head Office staff and 5,954 on the staff of the 19 district offices (including 
one small office in the Yukon) and 7 sub-offices. This number however was 
inadequate for the volume of work. 


There has been no change in the number or location of District Offices 
(or sub-offices) since before the war, despite the increase in number of taxpayers 
by about five and a half times. As indicated in Section V, it is now recom- 
mended that a considerable number of additional district offices be established 
_ in the interest of better service to the taxpaying public.as a whole, improved 
coverage and supervision of tax districts and greater overall effectiveness of 
the Division. 


IV. GENERAL PREMISES 


This section reviews some of the more important premises or assumptions on 
which the recommendations of the Committee are based. 


In Section III, the tremendous growth in the work of the Division in the 
past few years has been reviewed. Further variations in volume and nature of 
work must be anticipated in future. These future variations are largely unpre- 
dictable at this time. The organization of the Department must, of course, be 
adjusted to co-ordinate with major changes in work as they develop. 
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(a) Volume of Job: 


The major significant items indicating volume of work, as used by the 
Committee, are the numbers of T.1, T.2 and T.4 returns. These returns for the 
1943 tax year, to the date of this study, aggregate 


ANH SRairae aA Se NPRM haeki gy aM RUMEN aL LU AID 2,717,160 
AAA RR NRE NS OTN AUR aL RU A MEL Oe aD 28,640 
ARE nat ON MR ii Las Meanaclatiotnyat ae enc Re mills) 144,006 


These returns afford the most recent actual annual data available and con- 
sequently have been used in studying the district organization and establish- 
ments. At this time, 1t would appear that the inauguration of family bonus pay- 
ments would increase the number of T.1 returns by perhaps 200,000. Growth in 
population, return of military personnel and more complete enforcement of 
the Act particularly amongst farmers, are other factors that may tend to 
increase the returns appreciably. On the other hand, reduction in employment 
and particularly any increase in the level of tax exemption would tend to 
an appreciable reduction in volume of returns. 


For the purpose of this study, it has been assumed that the number of 
returns during the next few years will be within a reasonable range up or down 
from the present level. This range, for example, might be 20 per cent, on 
which basis there would be between 2,200,000 and 3,200,000 T.1 returns per 
annum. ‘The proposed districts are recommended on the basis that variation 
in number of returns within about this range may be expected. On the other 
hand, the establishments required by these District Offices would be adjusted 
up or down in accordance with actual requirements as they develop. 


Estimated collections based on the 1943 tax year have been shown for the 
proposed district organization. Since tax rates have been increased to an 
admittedly extreme high level during the war, rates inevitably will be decreased 
with a consequent decrease in collections after the war. The amount of 
revenue collected may be expected to have some bearing on the expense control 
of the Department. However, the district organization proposed would not 
necessarily be affected by variations in revenue arising from changes in rates 
of taxes. 


(b) Provisions of Act and Methods of Collection 


The job of the Taxation Division, of course, depends on the nature and 
provisions of the Income War Tax Act (and Excess Profits Tax and Succession 
Duty Acts). For a given number of returns, the work load in the Division is 
substantially affected by the provisions covering the computation of tax assess- 
ments and collections. In recent years, changes have been made in the Act 
every year, with consequent increases in the work load of the Taxation Division. 

While it is not the duty or purpose of this Committee to review the Act or 
offer detailed suggestions with regard to changes thereto, it is obviously relevant 
to point out that simplification of the Act would result in economies in the 
Taxation Division and better public relations without necessarily adversely 
affecting overall revenues. It may not be amiss to point out that the period 
ahead when rates of taxation are lowered offers an especially good opportunity 
for close co-operation between the Department of Finance and the Department 
of National Revenue in effecting simplification for the taxpayer and the 
Taxation Division. 

It is assumed in this study that, while detailed simplifications may be 
effected, the Act and incidence of taxation will continue broadly along present 
lines. It is assumed, therefore, that a large portion of the population will 
continue to be income tax payers. It is assumed also that methods of payment 
and collection are not likely to undergo such radical changes as might affect 
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the organization of District Offices proposed herein. Tax deduction at the 
source has become an important feature of income tax practice and it is 
assumed this will continue. 


(c) Type of service to Public 


With the large growth in work, lack of competent staff and inadequate 
facilities, the quality of service to the public has suffered. The taxpayer is 
entitled to better service and the Division should exert every effort to reach 
higher standards of efficiency, speed, accuracy, courtesy and public confidence. 
This latter also involves intensive coverage. throughout the whole territory, in 
city, town and rural district, to ensure fairness and uniformity in the enforce- 
ment of the Act. 

However, while the quality of service should be improved, it is assumed 
herein that the general philosophy as to the kind of service to be given will 
continue along present lines. Amongst other things, this means that the 
primary: obligation for compliance with the Act rests with the taxpayer. In the 
opinion of the Committee, adequate service can be given to the public with an 
economical administration through the number of district offices proposed 
herein. 


(d) Adequate field travelling, coverage and investigation 


While the Committee has concluded that adequate service can be given 
through the district set-up proposed, it is an important feature of this report 
that greatly increased travelling activity be effected in most districts. Those 
districts where population and activities are most scattered, of course, demand 
the greater amount of travelling. A large proportion of the increased travelling 
should be by means of motor cars particularly through rural sections. This 
matter is referred to in more detail in Section IX. | 

While the establishment of some District Offices additional to those proposed, 
would reduce the amount of travelling to some extent, it is not considered that 
the reduction in travelling time and expense in any territory would warrant the 
establishment of any further District Offices at this time. 

The increased travelling recommended will ensure that the Inspector is in 
close touch with all activities affecting the Division throughout his District. 
Proper assessment in many cases involves personal contact with firms and 
individuals distant from the tax office. It is probable that evasion of taxation 
is occurring due to the district staffs not visiting all portions of their territory 
at reasonably frequent intervals. 


V. RECOMMENDATIONS REGARDING DISTRICT OFFICE 
ORGANIZATION 


The survey of the present District Office organization made by the 
Committee outlined in preceding sections and its study of the relevant statistics 
and other factors relating to the administration of the Income War Tax Act 
_ and related Acts indicate, in the opinion of the Committee, that the present 
organization does not in all areas provide as satisfactory an administration as 
is desirable among all sections of the population. 

Various aspects of the general service provided by the District Office 
organization are discussed more fully elsewhere in this Report. In this section, 
the recommendations of the Committee regarding the number and location of 
District Offices ‘are presented. 

The Committee is of opinion that the existing organization should now be 
increased to provide more and closer contacts with all sections of the community. 
It therefore recommends that the following changes be made in the District 
Office organization: 
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a. New District Offices to be opened: | 
(i) Certain areas detailed fully in Exhibit 16 sould be created districts 
and District Offices therefor located in the following cities: 
Sydney, N.S. Sherbrooke, Que. 
Campbellton, N.B. Sudbury, Ont. 
Kirkland Lake, Ont. Kelowna, B.C. 
Trois-Rivieres, Que. 


(ii) The areas surrounding certain of the present sub-offices as detailed 
fully in Exhibit 16 should be formed into districts and administered from 
District Offices replacing the present sub-offices. These District Offices would 
be as follows: 

St. Catharines, Ont. Kitchener, Ont. 
Windsor, Ont. Victoria, B.C. 


(iii) In addition to the foregoing changes, the Committee recommends 
that the Montreal and Toronto District Offices be subdivided for reasons given 
in Section VI. It is recommended that there be created the following districts 
whose area of administration are given in detail in Exhibit 16: 

Montreal City Montreal No. 2 
Toronto City Toronto No. 2 


b. Sub-Offices to be closed: 

In addition to the sub-offices mentioned in a(ii) above, there are at present 
sub-offices in the towns of Brantford, Ont., Stratford, Ont. and Lethbridge, 
Alta. In the opinion of the Committee, there is not sufficient volume of 
taxpayers in the areas served by these cities to justify District Offices being 
opened in them. For reasons discussed in Section X, the Committee is of 
opinion that sub-offices do not render sufficient assistance in administration to 
warrant their maintenance, and therefore recommends that these offices be 
closed :— 


Brantford, Ont. _. Lethbridge, Alta. 


c. Changes in Territory of Present District Offices: 3 

In addition to the major changes in territorial administration involved in 
the organization of the new districts, it is recommended that certain minor 
changes in the areas administered by the present District Offices be made as 
follows: Madeleine Islands transferred from Quebec to Charlottetown; Leeds 
County, Ontario, from Ottawa District Office to Kingston; the North Eastern 
section of British Columbia tributary to the Alaska Highway, from Vancouver 
to Edmonton; and the Northwest Territories now administered by Ottawa 
District Office in conjunction with the R.C.M.P. to be transferred from Ottawa 
District Office to Edmonton. 


With the foregoing changes, the District Office organization of the Taxation 
Division will be enlarged from 19 District Offices to 32, as follows:— 


Stratford, Ont. 


Eastern Region 
Charlottetown, P.E.I. 
Halifax, N.S. 
Sydney, N.S. 

Saint John, N.B. 
Campbellton, N.B. 
(Quebec, Que. 
Trois-Rivieres, Que. 
Sherbrooke, Que. 
Montreal City, Que. 


Montreal No. 2, Que. 


Ottawa, Ont. 


Central Region 
Kingston, Ont. 
Belleville, Ont. 
Toronto City, Ont. 
Toronto No. 2, Ont. 
Hamilton, Ont. 

St. Catharines, Ont. 
Kitchener, Ont. 
London, Ont. 
Windsor, Ont. 


Kirkland Lake, Ont. 


Sudbury, Ont. 


Western Region 
Fort William, Ont. 
Winnipeg, Man. 
Regina, Sask. 
Saskatoon, Sask. 
Calgary, Alta. 
Edmonton, Alta. 
Kelowna, B.C. 
Vancouver, B.C. 
Victoria, B.C. 
Dawson City, Yukon. 
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It is not possible, owing to the geographical distribution of the population 
‘in Canada, to have any close degree of uniformity amongst District Offices as 
regards territory and population to be administered. ‘Certain areas are more 
thickly settled than others and, as is natural, develop a greater volume of tax 
returns. The largest cities require District Offices by virtue of their own large 
volume of returns. Areas even though not of great extent but having consider- 
able urban development in a number of towns and cities may warrant a district 
office therein. Thinly developed areas necessarily can be of relatively great 
extent before a District Office can be warranted. | 

It will be noted that twenty-six of the thirty-two proposed District Offices 
are in cities of over 25,000 population. The remaining six are located as 
follows :— 
Kirkland Lake, Ont. (pop. 20,000) Campbellton, N.B. (pop. 6,748) 
Belleville, Ont. (pop. 15,710) Kelowna, B.C. (pop. 5,118) 
Charlottetown, P.E.I. (pop. 14,821) Dawson City, Yukon (pop. 1,043) 


The reasons for setting up or continuing the District Offices in all cases are 
given in Section VI. 

Under the proposed organization, there will be one city of over 30,000 
population and four having between 25 000 and 30, out in which District Offices 
will not be located, as follows: — 

Brantford, Ont. ep 31,948) Oshawa, Ont. (pop. 26,813) 
Timmins, Ont. (pop. 28,790) Sault Ste. Marie, Ont. (pop. 25794) 
Peterborough, Ont. (pop. 25,350) 


In support of its recommendations, the Committee has prepared a number 
of Exhibits containing statistics relevant to the District Office organization 
proposed. These Exhibits are contained in an Appendix attached to this 
Report. 

Exhibits 4 and 5 summarize the statistics of area, population, 1943 returns, 
and 1943-44 collections relating to the present District Office organization and 
the proposed District Office organization respectively. 

Exhibits 6 and 7 list the present and proposed organizations in order of size 
in respect to population, returns and collections. 

Exhibit 8 shows for each District Office in the proposed organization the 
ratio of returns to population—urban and total—and the average amount of 
individual collection per T.1 return and average amount of corporation collec- 
tion per T.2 return. 

Exhibit 9 lists all cities over 15,000 population and Provincial capitals and 
gives their respective distances from the District Office under the present organ- 
ization and under the proposed organization. 

Exhibit 10 gives the number of 1943 T.1 returns submitted from outside 
the county in which the District Office is located and shows the average distance 
per T.1 from the District Office under the present and proposed organizations. 
This analysis is by provincial regions. 

Exhibit 11 gives the six largest District Offices in the present organization 
measured by amount of collections and by volume of returns and the percentages 
of the total collections and returns applicable to these offices compared with 
amounts and percentages of collections and returns applicable to the six largest 
offices in the proposed organization. 

Exhibits 12 and 13 show the establishments of the present District Office 
organization and the establishments which it is estimated would be required for 
the proposed District Office organization. 

Exhibit 14 sets out the space situation under the present District Office 
organization, and Exhibit 15 sets out the space situation under the proposed 
District Office organization. 
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Exhibit 16 contains the detailed statistics and data relating to each of the 
proposed District Offices. It contains the analysis, by county, of population— 
rural and urban—and T.1, T.2 and T.4 returns for 1948; the estimated collec- 
tions divided into individuals, corporations and succession duties; the cities and 
towns over 4,000 in the proposed districts and their distance from the District 
Office; and. the estimated establishments for each office. 


It will be noted from the exhibits that there are considerabe variations in 
the volumes of population, returns and collections between districts. For 
example, in the present organization, six District Offices collect 84 per cent of 
the total collections of all District Offices. Six District Offices administer 71 
per cent of all T.1 returns. The changes proposed above will reduce this 
disparity to some extent. Under the proposed organization, the six largest 
offices in collections are estimated to collect 64 per cent of the total and the 
six largest offices as regards volume of T.1 Returns are estimated to handle 53 
per cent of the total for Canada. 


Besides the disparity in the volume of work to be handled by the various 
District Offices, disparities will be noted in the relationships between popula- 
tion and returns and in the ratio of the amounts of tax collected to the volume 
of returns. For example, the percentage of T.1 returns to urban population 
varies from a high of 78-8 in Victoria to a low-of 15-6 in Trois-Rivieres—the 
percentage for the whole of Canada being 43-4. As regards percentage of T.1 
returns to total population, the maximum is 38:9 in Montreal City and the 
minimum, 5:5 in Campbellton—the percentage for the whole of Canada being 
23-6. Individual collections per T.1 return vary from $414 in Toronto City to 
$196 in Quebec—the amount for Canada as a whole being $318. Corporation 
collections per T.2 return vary from $47,300 in Montreal City to $2,770 in 
Saskatoon—the amount for Canada as a whole being $26,500. 


Exhibit 10 which shows the reduction in the overall estimated distances 
between taxpayers and the District Offices administering them which will be 
achieved by the new organization, is based on fairly rough calculations using 
straight-line distances as shown by maps. This shows that the average distance 
per. T.1 return from the District Offices under the present organization is 43 
miles and that, based on a similar calculation, it would be 24 miles under the 
proposed organization. 

In considering the relationship between T.1 returns and distance from 
District Offices under the present and proposed District Office organizations, it 
was noted that the greatest gain in the reduction of “T.1 miles” (the product 
of distance of county from District Office and volume of returns within the 
county) is made by the opening of District Offices in Sydney, Windsor, Sudbury, 
Kirkland Lake and Kelowna. 

As indicated in Exhibit 9, under the present District Office organization, 
there are 19 cities of over 15,000 population including therewith Fredericton 
(pop. 10,062), Provincial capital of New Brunswick, located more than 50 miles 
from the District Office. Under the proposed District Office organization, there 
will be 9, as follows:— 


INE GEC EOTERIN CB Satie re a i 96 miles from Saint John 
BrederieboruNy Bair cei 68 miles from Saint John 
ADL COV ITT MOTLG, Lien un cena Okt 140 miles from Quebec 
Peterborough, Ont. .......... 65 miles from Belleville 
Sault Ste. Marie, Ont......... 183 miles from Sudbury 
NOR Bay ants. une sis! o cue 79 miles from Sudbury 
Timmins, Ont............... 99 miles from Kirkland Lake 
LOS OTe it cig caer ioanietets 59 miles from London 


Brand oniia ny. partir thik: 133 miles from Winnipeg 
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It will be noted that District Offices are proposed at all Provincial capitals 
except Fredericton, N.B. / 
In addition to the benefits gained in increased service to the public and 
more intensive administration of the country generally which will be obtained 
from the proposed organization, several of the new districts opened will produce 
appreciable and immediate benefits to the existing organization in providing 
relief from the overcrowded condition of the District Offices now administering 
the territory to be administered by the new districts. 
Alternative Proposal regarding Kingston District 
The Committee has concurred fully in all recommendations regarding the 
proposed district organization with the exception of that relating to Kingston 
District. In this case, alternative arrangements were finally set up as follows:— 
(a) Retain Kingston District as at present and add thereto the county of 
Leeds presently served by Ottawa. 
(6) Combine the present Kingston and Belleville districts, the combined 
district. office to be located at Belleville. Leeds county to be left in 
Ottawa district. 


Messrs. McLaren and Wood recommend plan (a). Mr. Macaulay recom- 
- mends plan (b). 

Statistical data are included in Exhibits 5 and 16 for both plans. It will be 
noted that under plan (b) combining Belleville and Kingston, the resulting 
district ranks well up in development with many of the proposed new districts, 
whereas under plan (a), the two separate districts rank rather low. 

Mr. Macaulay feels that the retention of two district offices at Belleville 
and Kingston, 50 miles apart, is unnecessary and not in good balance with the 
recommendations for other parts of Canada. Communications are adequate and 
distances within the district are moderate. Most of the development in the 
Kingston: district is in and about the city of Kingston and consequently, can be | 
efficiently served and supervised from Belleville. The fact that there is a 
district office already existing in Kingston must be given some weight. Undoubt- 
edly there will be adverse reaction in Kingston to closing the office there. On the 
other hand, he suggests that the provision of two offices in this part of Ontario 
is open to criticism and the allegation of unjustifiable discriminatory treatment 
of other areas and cities, more remote from district offices. 

The matter is one requiring balance of judgment having regard to all the 
factors. In this process, the Committee members appear to have accorded 
somewhat different weight to some of these factors, with the resulting difference 
in recommendation as to the preferred plan. 


VI. NOTES CONCERNING INDIVIDUAL DISTRICTS AND ALTERN- 
| ATIVE ARRANGEMENTS 


I. PROVINCE OF PRINCE EDWARD ISLAND 


The whole province is administered by the Charlottetown, P.E.I., District 
Office. The district is small as regards population and number of taxpayers 
and no changes in organization are recommended other than to include the 
Madeleine Islands in its area of administration as covered in the comments 
on the Province of Quebec below. 


II. Province or Nova Scoria 
SYDNEY 


In considering the Province of Nova Scotia it was readily apparent that 
if any additional district offices were warranted in that province, Sydney 
in Cape Breton Island would require first: consideration. The two largest cities 
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next to Halifax in the province are Sydney and Glace Bay, both located 
in Cape Breton Island within fifteen miles of one another and at a distance 
from Halifax of almost 300 miles. With the towns of Sydney Mines, North 
Sydney, Dominion and New Waterford, all located within twenty miles of 
Sydney, there is an urban population of ‘approximately 80,000. Approximately 
28,000 1943 T.1 returns have been received from Cape Breton Island, which 
is about 25% of the total returns for the province. 

Although the prosperity of this area is dependent to a large extent on coal 
mining and the steel industry and therefore suffers greatly during industrial 
depressions, there is enough well established business and permanent population 
to justify a tax office within the Island when the distance from Halifax is 
considered. 

GENERAL 


There does not appear to be any other district in the province with sub- 
stantial development that cannot be adequately served from Halifax. Pictou 
County, which is the next most thickly settled area in the province, submitted 
12,000 1943 T.1 returns. It has an urban population of 25,000 and is approxim- 
ately one hundred miles from Halifax with which, however, it has excellent 
communications. 


III. Province or NEw BRUNSWICK 
CAMPBELLTON 


The Province of New Brunswick is roughly square in shape. The major 
part of the population is located in the southern part of the province and 
around the perimeter, the interior being very sparsely settled. It is at present 
administered entirely from the district office located in Saint John on the 
southern shore of the province. 

The northern shore of the province is about 300 miles from Saint John, 
and it is recommended that this northern section be combined with the Gaspé 
district in Quebec to form a district whose office would be located in the city 
of Campbellton. In this area, there is a population of approximately 307,000, 
5/6ths of whom are classified as rural. Approximately 17,000 1943 T.1 
returns have been received from this area. 

A district office located in Campbellton will probably never be large as 
regards the numberof taxpayers it will administer but in view of the distance 
from Quebec on the one side and from Saint John on the other, it will provide - 
a closer and more convenient administration and will effect considerable 
economy in travelling time and expense. 

Campbellton, with a population of 7,000, is a commercial and communi- 
cations centre, having easy access to the northern shore of New Brunswick, to 
the Gaspé Peninsula, and to the district located around Edmunston, N.B., 
in the upper Saint John valley. Although not a large town, it is adequately 
developed as regards schools, hospitals, banks, ete. and offers suitable facilities 
for the location of an office. : 

SAINT JOHN 


The remainder of the province appears to be adequately served by the 
office located in Saint John. If an office is located in Campbellton to serve the 
northern half of the province, Saint John is the best location to serve the 
remainder. Saint John is by far the largest city in the province, with a 
population of over 50,100 as compared to the next largest city, Moncton, 
with a population of 23 £000. 

Consideration was given to Moncton as a possible location for a district 
office as it is the distribution and railway centre for the three Maritime Provinces. 
However, it is only 96 miles from Saint John (89 by railway), and as the 
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population in the Saint John-Moncton area is grouped more around Saint John 
than Moncton, there would not be sufficient advantage in service gained to 
warrant opening an office at Moncton. 
Fredericton, the capital of the province, with a population of 10,000, is 
68 miles from Saint John and there does not appear to be any advantage in 
locating a District Office there. 
GENERAL 


When considering Moncton as a possible location for a district office, it was 
agreed that if this were done, Cumberland County in Nova Scotia and the whole 
Province of Prince Edward Island should be administered from it. However, 
offices in Saint John, Charlottetown and Halifax give close supervision to the 
different parts of this territory and there would not appear to be any advantage 
to such a change in organization. ' 


IV. PRovINCcE OF QUEBEC 


The four largest cities in the Province of Quebec are greater Montreal, 
Quebec, Trois-Rivieres and Sherbrooke in that order. There are at present 
district offices in Montreal and Quebec. The analysis by population and by tax 
returns from the counties adjacent to the cities of Trois-Rivieres and Sherbrooke 
and their situation in relation to Montreal and Quebec indicate that offices could 
be established in those cities with considerable advantage. Both Trois-Rivieres 
and Sherbrooke are centres of well populated and productive districts. 


TROIS-RIVIERES 


Trois-Rivieres is at the junction of the St. Maurice and St. Lawrence Rivers 
some eighty miles from both Quebec and Montreal. It is the fourth largest city 
in the Province (Verdun is the third but is a suburb of Montreal). Including 
Cap de la Madeleine (which is a suburb of Trois-Rivieres) the population in 
1941 was approximately 54,000. On the St. Maurice River and connected with 
Trois-Rivieres by an excellent modern highway are the towns of Shawinigan 
Falls (17 miles) and Grand-Mere (27 miles) with a combined population of 
approximately 32,000. 

The territory to be administered by Trois-Rivieres comprises the counties of 
Maskinonge and St. Maurice now administered by Montreal, the county of 
Nicolet now administered by Quebec and the county of Champlain now 
administered partly by Montreal and partly by Quebec. 

From this territory, approximately 18,000 1943 T.1 returns were received 
from a population of 197,000. However, an office in Trois-Rivieres would provide 
a more intensive administration of the territory and would probably produce 
an increase in the number of annual tax returns. : 

There is an all-year-round ferry serfice at Trois-Rivieres to the county of 
Nicolet. This is mainly rural territory and is the only county on the south shore 
of the St. Lawrence included in the territory to be administered from Trois- 
Rivieres. | 

SHERBROOKE 


Sherbrooke is the next largest city in the Province. It is approximately one 
hundred miles from Montreal and one hundred and forty miles from Quebec and 
is the centre of the district known as the Eastern Townships. This is a 
prosperous farming district containing also a large number of commercial and 
industrial companies and also important asbestos mining companies. The city 
itself has a population of 36,000, and in the territory which it is recommended 
should be administered by it there is a total population of approximately 254,000, 
131,000 of whom are classified as urban. From this territory approximately 
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22,000 1943 T.1 returns were received. A district office in Sherbrooke, by 
providing a more intensive administration of the territory, will probably 
produce an increase in this number. 

The territory to be administered by Sherbrooke is now administered from 
Montreal with the exception of the counties of Arthabaska and Wolfe which are 
now administered by Quebec, and the counties of Frontenac and Megantic which 
are at present divided between Montreal and Quebec. 


MONTREAL 


Even if the Trois-Rivieres and Sherbrooke District Offices are formed, the 
Montreal District Office will remain very large as regards the number of tax- 
payers to be served by it. In addition to its size as regards volume, Montreal 
is required to deal with many very large and complex personal and corporation 
returns. It is considered that a number of advantages in administration would 
result by a division of this office into two. The Island of Montreal, which is 
practically all urban, would form one district and the remainder of the territory, 
the other district. 

This No. 2 district surrounds the Island of Montreal on all sides and contains 
a considerable number of important cities and towns within 20 to 50 miles of 
Montreal. Main highway and railway communications radiate from Montreal 
and the community of interest of the different urban centres is chiefly with 
Montreal rather than amongst themselves. For this reason, the district office 
for the proposed new district should also be located in Montreal. 

This segregation of these two large and distinctly different groups of tax- 
payers under their own Inspectors would conduce to more effective administra- 
tion of both districts and improved service to the respective groups of taxpayers. 


MONTREAL-CITY 


Montreal-City district office, with the relief proposed through opening Sher- 
brooke, Trois-Rivieres and Montreal No. 2 districts, will still have some 432,925 
T.1 returns and 4,720 T.2 returns, requiring an establishment of about 1,150 
people. Some consideration was given as to whether it would be advantageous 
to divide the city itself into two or more districts. It was concluded that this 
should not be done on account of the difficulty of making a logical and acceptable 
segregation, the resulting confusion of taxpayers, large volume of interchange of 
files between city subdivisions and divided responsibility between districts 
serving the same city. 

The same conclusion was reached in considering the administration of the 
city of Toronto. 

CHICOUTIMI 


The city of Chicoutimi as a location for a district office was given serious 
consideration. It is a city of over 16,000 population and is the centre of a 
district with a population of approximately 145,000, 80,000 of which are classified 
as urban. This territory is at present present administered by the Quebee Office 
but it is approximately 150 miles from that office. It comprises a fairly well 
defined and self-contained area of development. Approximately. 17,000 1943 
T’.1 tax returns have been received from this area and it is quite likely that a 
tax office located in Chicoutimi could increase this number considerably. How- 
ever, in this area there has been a very large wartime expansion of industry, and 
it is very possible that there will be a decrease in the population of this area and 
some retardment of its progress after hostilities cease. If, however, the district 
around Chicoutimi and in the Lake Saint John territory continues to grow in 
population, then an office located in Chicoutimi would be of advantage in serving 
that area. It is suggested that the question of an office in Chicoutimi be again 
reviewed in two or three years. 
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GASPE 


The Gaspé Peninsula is administered at present by the Quebec District 
Office but it is fairly remote from that office. There are no large cities in that 
area, the biggest being Matane (pop. 5,000)—240 miles from Quebec City— 
and Mont Joli (pop. 3,500)—200 miles from Quebec. The territory by itself does 
not justify a district office but was considered in conjunction with the adjacent 
northern part of New Brunswick which is not easily administered from Saint 
John, N.B. Communications generally with this area, comprising Bonaventure, 
Gaspé, Matane and Matapédia, are much shorter and more convenient from 
Campbellton than from Quebec. As a matter of fact, the only railway line in 
Bonaventure and Gaspé connects via the south shore of the peninsula with 
Matapédia and Campbellton. Consequently to reach Bonaventure or Gaspé by 
rail from Quebec one would have to travel through Matapédia, 13 miles from 
Campbellton and 290 miles from Quebec. It is recommended, therefore, that 
the Gaspé district be administered from Campbellton, N.B., rather than from 
Quebec City. This Campbellton office has been discussed more fully above. 


MADELEINE ISLANDS 


It is recommended that the Madeleine Islands be transferred from Quebec 
District to Charlottetown District. There is a rural population on these 
islands of 8,940. No income tax returns have as yet been received from them, 
although there are commercial operations carried on there. Communications 
are much easier and quicker with Charlottetown than with Quebec (or 
Campbellton). In addition to communications by ship (direct from P.E.I. or 
via Pictou) there is now an air transport service penween Charlottetown and 
the Islands. 

QUEBEC 


As recommended above, portions of the territory now administered by the 
Quebec District Office will form portions of the Charlottetown, Trois-Riviéres, 
Sherbrooke and Campbellton districts. With these changes, Quebec will still 
have a population of almost 800,000 to administer from which approximately 
100,000 T.1 returns were received for 1948. The changes recommended should 
facilitate a more intensified and complete administration of the Quebec 
District. 

OTTAWA 


At the present. time, a part of the Province of Quebec is administered by 
the Ottawa District Office. This consists of the counties of Abitibi, Témisca- 
mingue, Papineau, Pontiac, Hull and Labelle. It would appear that the 
public in the county of Labelle have closer connections with the city of 
Montreal than they have with Ottawa and it is recommended, therefore, that 
the county of Labelle be transferred to the Montreal No. 2 District Office. 

The counties of Abitibi and Témiscamingue were given consideration in 
relation to the territories to be administered by Quebec, Trois-Riviéres and 
Montreal No. 2. All these district offices can administer this area as conveniently 
as can Ottawa. However, an actual survey made of that territory in connection 
with the study made of the Ottawa District indicates that a district office should 
be opened in Kirkland Lake, Ontario, which would include in its territory the 
Quebec counties of Abitibi and Témiscamingue. 


GENERAL 


Consideration of the other cities, towns and districts in the Province of 
Quebec indicated that district offices other than those reeommended did not, at 
this time, appear to be required. Apart from the cities in the suburbs of 
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Montreal and Quebec, there are no other cities of over 20,000 population. The 
cities over 15,000, apart from Chicoutimi, are St. John’s-Iberville (17,000), 
St. Hyacinthe (18,000) and Valleyfield (17,000). These are all fairly close to 
Montreal and are convenient to that city for administrative purposes. 


V. PROVINCE OF ONTARIO 


OTTAWA 


The area administered by the Ottawa District Office at present includes 
all of northern Ontario east of Thunder Bay County. This is a very extensive 
area and to cover it from Ottawa involves an undue amount of travelling. 
For example, the cities of Sault Ste. Marie and Cochrane are both administered 
from Ottawa. Each is five hundred miles from Ottawa in different directions. 
This area comprises two fairly well-defined sections whose lines of com- 
munication meet in North Bay. One section extends to Sault Ste. Marie 
through Sudbury and the other includes the mining country on the T. & N. O. 
Railway running to Timmins and the North. After consideration of all factors 
involved, it was felt that the size and population of both these sections 
justify the creation of two district offices and it is recommended therefore 
that a district office be located in Sudbury, and a district office be located in 
Kirkland Lake. 

SUDBURY 


The city of Sudbury (pop. 32,000) is the most centrally located large 
city in the group of counties comprising Parry Sound, Algoma, Sudbury, 
Nipissing and Manitoulin Island. In this area there is a population of 217,000 
from whom 50,000 1943 T’.1 tax returns have been received. Sudbury is at 
the junction of the railway line to Sault Ste. Marie with the main lines to 
Winnipeg. The next two largest cities in this district are Sault Ste. Marie 
(pop. 26,000) 183 miles from Sudbury, and North Bay (pop. 16,000) 80 miles 
from Sudbury. 

KIRKLAND ' LAKE 


The other section of northern Ontario at present administered from 
Ottawa comprises the counties of Cochrane and Temiskaming in Ontario and 
the counties of Témiscamingue and Abitibi in Quebec. These four counties 


have a population of 238,000 and 46,000 1943 T.1 tax returns have been received. 


from there. Although Timmins (pop. 29,000) is the biggest city in this area, 
Kirkland Lake (pop. 20,000) is better situated as an administrative centre. 
Kirkland Lake is located five miles from Swastika, a junction on the T. & N.O. 
Railway and is therefore centrally located in relation to Noranda, Rouyn, Amos, 
Malartic, etc. in Quebec; Timmins and Cochrane to the North; and Hailey- 
bury and New Liskeard to the South. | 

As noted under IV “Province of Quebec”, it was recommended that 
Labelle County in Quebec be transferred from the Ottawa District to the 
territory to be administered by Montreal No. 2 district. Also as noted below, 
it 1s recommended that Leeds County be transferred to the territory now 
administered by Kingston. With these changes and if new districts are formed 
in Sudbury and Kirkland Lake, as recommended, the Ottawa District Office 
will administer an area with a population of 543,000 which submitted 124,000 
T.1 1943 Tax returns. 

KINGSTON 


At present, this district comprises the counties of Frontenac, Lennox and 
Addington. With the exception of Dawson, Yukon, it is the smallest district 
in the Taxation, Division as regards population. However, its collections 
exceed those of Charlottetown and Saskatoon and its returns exceed in number 
those of Charlottetown. 
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The city of Kingston is approximately fifty-one miles from Belleville 
and one hundred and twenty-one miles from Ottawa. The territory now 
administered by Kingston could no doubt be conveniently and _ efficiently 
administered from the Belleville District Office and if there were no office in 
Kingston it is probable that no recommendation would be made to open one. 
However, since the district office in Kingston is now well established and since 
Kingston itself is a comparatively large and important city (pop. 30,000) 
with a large number of individual and corporate taxpayers in relation to 
population, it is felt that nothing would be gained in administration or service 
to the publie by closing this office and merging its territory with that of the 
Belleville District. 

If Kingston is continued as a district, it is recommended that the county 
of Leeds be included in its territory. This county was formerly part of the 
Kingston District but was taken from Kingston and added to Ottawa District 
a number of years ago. Brockville (pop. 11,000) the largest city in Leeds 
county, is seventy-four miles from Ottawa and fifty-one miles from Kingston. 
Gananoque, which ranks next to Brockville in size, is eighteen miles from 
Kingston. It is apparent, therefore, that Leeds county could be administered 
by the Kingston District Office quite as conveniently and efficiently as from 
Ottawa. 

With the inclusion of Leeds county Kingston will be increased in size 
by about 20 per cent. For 1943, this territory with a population of 180,000, 
produced 30,000 T.1 returns. 


BELLEVILLE 


No changes are recommended in this area. Although Peterborough (pop. 
25,000) is considerably larger than Belleville (pop. 15,000), Belleville is a 
better centre for administrative purposes. It has good communications with 
all parts of the territory and its chief importance is as a commercial and 
distributing centre, whereas Peterborough is an industrial city with a lesser 
density of development in the surrounding district than Belleville. Peter- 
borough is approximately sixty-five miles from Belleville. The next largest 
town in the district is Trenton (pop. 8,000), eleven miles from Belleville. 


TORONTO 


The Toronto District at present ranks second in size following Montreal. 
After consideration of its territory in relation to the other districts adjacent 
to it, it is recommended that the same type of organization as has been 
recommended for Montreal be formed in Tcronto—that is, that a city district 
be created to handle the assessments arising in Greater Toronto and that a 
Toronto No. 2 district be formed to administer the remainder of the district. 
Since the relative volumes of different types of returns arising in the city of 
Toronto vary to a great extent from those arising in the outside towns and rural 
districts, this organization should improve the service to taxpayers by providing 
a more specialized administration in each district. 

The Toronto-City district. would include the metropolitan area embracing 
the city of Toronto and adjoining municipalities. This would include the 
townships of Etobicoke, West York, North York, East York and Scarborough. 
The balance of York County would be placed in the Toronto No. 2 district. 
This latter part of York County includes the townships of Georgina, Gwillim- 
bury East, Gwillimbury North, King, Markham, Vaughan and Whitchurch. 

In the counties administered by Toronto, all the main lines of communic- 
ation radiate from Toronto and for this reason, the district office for this 
area should be located in Toronto. 
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In the recommendations regarding the Ottawa District, the formation of 
a district whose office would be located in Sudbury has been suggested. This 
would include the county of Parry Sound at present administered by the 
Toronto District. 

As discussed under Montreal, it was concluded that»it would not be 
desirable to subdivide further the Toronto-City district. 


HAMILTON 


This district ranks fourth following Montreal, Toronto and Vancouver 
in volume of collections. Its territory contains a large number of fairly large 
prosperous cities and also prosperous farming districts, and a number of 
additional district offices could, with advantage, be opened as follows: 


ST. CATHARINES 


There is a sub-office at present in St. Catharines (pop. 32,000). It is re- 
commended that a district office be formed in St. Catharines which would 
administer the counties of Lincoln and Welland. These two counties have a 
population of 159,000 and in the taxation year 1943 they submitted over 
58,000 T.1 returns. 

In these two counties there are a number of well-established, thriving, 
industrial cities within easy access of St. Catharines. The two largest are 
Niagara Falls (pop. 21,000), fourteen miles from St. Catharines, and Welland 
(pop. 13,000), fifteen miles from St. Catharines. 


KITCHENER 


There is at present a sub-office in Kitchener. The twin cities of Waterloo 
and Kitchener combined have a population of 46,000 and are in the centre of 
a well-populated and prosperous area from which 59,000 T.1 returns for 
1943 were received. It is recommended that the counties of Waterloo and 
Wellington be taken from the Hamilton District and the counties of Perth, 
Huron and Bruce from the London District to form a district. whose office 
would be located in Kitchener. The population of this territory is 294,000. 

There is a sub-office at present in Stratford (pop. 17,000) in Perth county 
under the administration of London and it is recommended that if a district 
office is opened in Kitchener, the Stratford sub-office be closed. Stratford is 
27 miles from Kitchener. 

BRANTFORD 


Consideration was given to the advisability of making the sub-office at 
Brantford a district office serving the counties of Brant, Haldimand and 
Norfolk. Brantford (pop. 32,000) is twenty-three miles from Hamilton with 
which it has excellent communications by rail and road. The population of the 
three counties mentioned is 114,000 and 27,000 T.1 1943 returns have been 
received from this territory. However, all parts of this territory are close to 
Hamilton and this territory as a whole can be administered from Hamilton as 
easily, if not more easily, than from Brantford. 

If a sub-office remains in Brantford and the other recommendations are 
adopted, it will be the only sub-office left in the provinces of Ontario, Quebee 
and the Maritimes. Although it provides a limited “public relations” service 
to the people of Brantford, this involves a certain amount of duplication of work 
with Hamilton and it is reeommended that it be closed. 

These changes, if adopted, will leave the Hamilton District with the counties 
of Wentworth, Halton, Brant, Haldimand and Norfolk, with a population of 
350,000 which for the taxation year 1943 submitted 120, 000 T.1 returns. 
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LONDON 


The territory administered by London is somewhat similar to that now 
administered by Hamilton and the same advantages in closer supervision will 
be obtained by opening additional district offices in this territory. 

As noted above, it has been recommended that the counties of Perth, Huron 
and Bruce be combined with the counties of Waterloo and Wellington to form 
the Kitchener District. The main lines of communication, i.e. roads and rail- 
ways, in this part of Ontario run generally east and west and these counties 
will be more easily administered from Kitchener than from London. In these 
counties, there is a population of 135,000 with 1943 Tax Returns of 17,000. 

If this change is made and Windsor District created as noted below, London 
District will continue to administer the counties of Middlesex, Oxford, Elgin and 
Lambton, with a population of 281,000 from which 70,000 1943 T.1 tax returns 
have been received. 

WINDSOR 


In the city of Windsor (pop. 105,000) there is, at present, a sub-office under 
the administration of London (pop. 78,000), 112 miles away. It is reeommended 
that a district office be opened in Windsor to administer the counties of Essex 
and Kent. Windsor is one of the great industrial cities of Canada and from the 
counties of Essex and Kent 75,000 1943 T.1 Returns have been received. 


FORT WILLIAM 


The territory administered by the Fort William District Office comprises 
the counties of Thunder Bay, Kenora and Rainy River. This is a large district 
in area but is very sparsely settled. It has a population of 138,000 which sub- 
mitted approximately 37,000 1943 T.1 Returns. More than 75 per cent of these 
returns came from Thunder Bay county in which are located the twin cities of 
Fort William and Port Arthur with a combined population of approximately 
55,000. Apart from these cities, there are no urban centres of any appreciable 
size in this area. Kenora (pop. 8,000) and Fort Frances (pop. 6,000) are the 
next largest towns. Kenora is 293 miles and Fort Frances 231 miles from Fort 
William on different routes. Both towns are actually nearer Winnipeg (126 
and 208 miles respectively) but have easy communications with Fort William, 
and there would be no advantages or economies in administration gained by 
altering the present boundary between the Fort William and Winnipeg districts 
which is the Ontario-Manitoba Provincial boundary. 

At present, the nearest district offices to Fort William to the east are the 
Ottawa and Toronto District Offices—878 and 811 miles respectively. If an 
office is opened in Sudbury (552 miles from Fort William), as has been recom- 
mended, this will greatly reduce the distance between adjacent district offices. 


It is recommended that no change be made in the territory administered 
by the Fort William District Office. 


VI. PROVINCE OF MANITOBA 


The District Office in Winnipeg administers the whole Province of Manitoba. 
The Province has a population of approximately 730,000 which submitted for 
the year 1943, 172,000 T.1 Returns. 70 per cent of these returns came from 
Winnipeg and adjacent municipalities and cities. The only other city of sub- 
stantial size and consequence in the province is Brandon, with a population of 
18,000, 1383 miles from Winnipeg. 

Due to the fact that the main highway and rail communications through- 
out the province radiate from Winnipeg, an office located in Brandon could not 
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advantageously administer an area which would cover much more than the 
county of Brandon itself. From this country, approximately 10,000 1943 T.1 
returns were submitted and it was decided therefore that pr esent conditions do 
not justify opening a district office there. 

There is a fairly large mining development at Flin Flon in the far 
northern part of the Province, but satisfactory service is given to taxpapers 
thereby periodically sending men from the Winnipeg office to Flin Flon. 


VII. Province or SASKATCHEWAN 


REGINA 


For income tax administration, the Province of Saskatchewan has been 
divided approximately in half as regards population—Regina District admin- 
istering 442,000 and Saskatchewan Dstrict 454,000. | 

Regina District received approximately 61,000 T.1 returns for 1943 and 
Saskatoon District 34,000. The larger cities and towns (with the exception 
of Prince Albert) are located in the southern part of the Province in the 
territory administered by Regina (pop. 58,000). Apart from Moose Jaw, how- 
ever, none of these towns in the Regina District exceed 7,000 population 
and there would not be any advantage in service gained by opening district 
offices in any of these towns. Moose Jaw (pop. 21,000) is 41 miles from 
Regina and has excellent road and rail communications with Regina.. 


SASKATOON 


In the area administered by the Saskatoon District. Office, the only other 
city of consequence is Prince Albert (pop. 13,000) located 110 miles from 
Saskatoon. At one time, a District Office was located in Prince Albert and 
Saskatoon was a sub-office under its administration. However, the logical 
place for the District Office to administer the northern part of Saskatchewan 
is Saskatoon (pop. 44,000) as the road and rail communications in this 
part of the province radiate from that city. ‘ 

No changes are suggested in the present two districts in Saskatchewan. 


VIII. Province or ALBERTA 
CALGARY 


- Calgary District Office administers the southern half of the Province of 
Alberta with a population of approximately 336,000 which submitted approx- 
imately 70,000 1943 T.1 returns. The southern half of Alberta is comparatively 
well-developed and contains a fair amount of coal and oil industry as well 
as agriculture. Besides Calgary (pop. 89,000) there are the cities of Lethbridge 
(pop. 15,000) and Medicine Hat (pop. 11,000). 

There is at present a sub-office in Lethbrige which supplies an over-the- 
counter information service and assesses returns sent from Calgary. From 
the Lethbridge Electoral District, 9,500 T.1 Returns for 1943 were received 
and from the Medicine Hat Electoral District, 6,000. All parts of these two 
districts have good communications with Calgary and can be administered 
efficiently from here. It is recommended, therefore, that no additional offices 
be opened in this area. ? 

Since sub-offices do not provide a service which more than compensates for 
the additional expense involved in their maintenance, it is recommended that 
the Lethbridge sub-office be closed as and when circumstances permit. 

There is a section of British Columbia adjacent to the southwestern 
Alberta border which includes the towns of Cranbrook (pop. 2,600) and Fernie 
(pop. 2,600) which is much nearer to Calgary than to Vancouver. (Cranbrook 
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te Calgary 276 miles; to Vancouver 650 miles). However, after discussion 
with the District Inspectors in Calgary and Vancouver and in view of the 
recommendation regarding an office in the Okanagan Valley, it is considered that 
the disadvantages arising from the crossing of the Alberta-B.C. Provincial 
boundary would more than outweigh any advantage to be gained in the closer 
administration of this area. 

EDMONTON 


The District Office located in Edmonton administers the norther half 
of the Province of Alberta. This territory has a larger population (480,000) 
than that administered by the Calgary District Office (335,000) but a smaller 
volume of returns is received from it (60,000 as compared to 70,00()). There 
is at the present time a large amount of expansion and development proceeding 
in northern Alberta mainly arising from the building of the Alaska Highway 
and the large airports serving the North, and due also to gold discoveries at 
Yellowknife in the Northwest Territories and to developments in the Peace 
River area. 


There are no other towns of over 2,000 population in this area and, in 
the opinion of the Committee, it can be best administered by one district 
office located in Edmonton (pop. 94,000). 

The northeastern section of the Province of British Columbia comprising 
the Peace River bloc centered around the towns of Dawson Creek and Pouce 
Coupe administered at present by the Vancouver District Office has exceedingly 
poor communications with Vancouver. That territory is now served by the 
Alaska Highway connecting Edmonton to Alaska and also by the Northern 
Alberta Railway terminating at Edmonton. It would be much more efficient 
and economical both for the taxpayers and for the Division to have the tax- 
payers in this area administered from the Edmonton office. Already many of 
the taxpayers in that area send their returns to the Edmonton District Office 
or deal with that office on their visits to Edmonton. It is recommended, there- 
fore, that the portion of British Columbia tributary to the Alaska Highway 
be transferred from Vancouver District to Edmonton District. 


TX. Province or BritisH CoLUMBIA 


‘VANCOUVER 


At present, the whole of British Columbia is administered by a district 
office located in Vancouver with a sub-office located in Victoria. 

The mountainous nature of the Province has created a number of separated 
localities with poor communications connecting them. 


VICTORIA 


In the counties of Nanaimo and Victoria (which comprise Vancouver 
Island) there is a population of 153,000 which submitted 50,000 T.1 returns 
for 1943. Victoria (pop. 45,000) is the Provincial capital and we recommend 
that a District Office be opened there to serve the counties of Nanaimo and 
Victoria. 

PRINCE RUPERT 


The territory forming the hinterland to the port of Prince Rupert forms 
an area of development which may, in the future, grow to some size. Much 
development has taken place due to war conditions but it is still uncertain if 
this will remain after hostilities cease. According to 1941 census figures, in 
‘the country of Prince Rupert there is.a population of 30,000. From this 
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county, 10,000 1943 T.1 returns have been submitted. It. is not considered 
that this population and number of taxpayers justify a district office at this 
stage. 

KELOWNA 


The only other district of British Columbia which it at all well developed 
and populated comprises the counties of Yale and Kootenay which include 
the Okanagan and Kootenay Valleys. The Okanagan Valley is largely a 
fruit-growing district and the Kootenay Valley a farming and mining district. 
The counties of Yale and Kootenay have together a population of approximately 
145,000 and submitted approximately 40,000 1943 T.1 returns. This district 
is served in the north by the main lines of the C.N.R. and C.P.R. and in the south 
by the Kettle Valley Railway. The largest town in the two counties is Trail (pop. 
9,000) situated on a branch line of the Kettle Valley Railway. Communications 
from it to other parts of the district are not good. There are a number of 
other towns, all around the 6,000 population mark, and after consideration of 
the highway and rail communications .in this area, the distribution of the 
population and its economic features, it is recommended that a district office 
be opened in Kelowna. Kelowna (pop. 6,000) is located on the Okanagan 
Lake, 40 miles from Penticton (pop. 5,000) to the south, and Vernon (pop. 
6,000), 33 miles to the north. It is well located to serve the whole Okanagan 
Valley region directly. It has road and railway connection with the C.N.R. 
and C.P.R. main lines through Kamloops and Sicamous and, through Penticton, 
has access to the Kettle Valley Railway which is the east and west rail line 
serving the most southerly part of the Province. These railway connections, 
together with highway connections, provide reasonably good communications 
to serve the Kootenay district. 

PEACE RIVER 


As noted under Edmonton above, it is recommended that the north-east 
portion of British Columbia now served by the Alaska Highway should be 
transferred to the Edmonton District Office for administration purposes. 


X. YUKON TERRITORY 


In view of the smallness of the population and the number of returns being 
obtained through the Dawson District Office, the Committee did not visit this 
district and recommends no changes in its administration. 


XI. NorTHWEST TERRITORIES 


As noted under Edmonton above, this city has become the centre through 
which most communications with the Northwest Territories now pass. 

The Northwest Territories at the present time are administered by the 
R.C.M.P. who report to the Ottawa District Office. 

Since the largest settlements in the Northwest Territories are closer 
to Edmonton than to any other district office, it is recommended that their 
administration be formally vested in the Edmonton District Office—either 
to administer directly or through the officials of the R.C.M.P. 


XII. Starr REQUIREMENTS 


After arriving at a conclusion as to the number and location of District 
Offices for the proposed new organization, the Committee considered the 
question of the staff required. 

The present staff, as shown in Exhibit 12, is 6,421 but the Committee was 

| informed that this staff was quite inadequate and that a staff of 7,520 has 
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been authorized. It is the Committee’s view that the new organization should 
not require a large number of additional staff, if the present authorized staff 
is adequate, as the new organization would deal with the same number of 
taxpayers as the present organization, except that through closer supervision 
a number of additional returns should be obtained. 

In estimating the staff requirements of the new organization, however, 
the Committee did not proceed on the assumption that the staff presently 
authorized was adequate but based its estimate on the staff at present employed 
in each district office and the number of returns assessed and unassessed in these 
districts, along with the type of returns, eg. T.1 Specials, T.1 Generals, 
Farmers’ Returns, Corporation Returns. The amount of investigation work 
actually done and the amount which probably should be done and the 
possibility of additional returns being received through closer supervision and 
more intensive investigations, were also considered. From this study, the 
Committee arrived at a figure of 7,770 for the new organization as set forth in 
Exhibit 13. . 

The creation of additional offices of course involves an increase in super- 
visory personnel and by breaking down the organization into smaller units will 
entail increases in the overhead administrative sections of the Division such as 
internal auditors, accountants, personnel record clerks, mailing clerks, etc., 
so that it must be expected that a certain number of additional staff will be 
required. This number, however, as has been proviously stated, should not be 
large and as the number estimated by the Committee exceeds the present 
authorization by only 250, or less than 34 per cent, it seems probable that the 
present authorized staff is adequate and that the Committee’s estimate is 
approximately correct. 

It would be preferable to staff the new offices with the least possible disloca- 
tion of the present staff through transfers or releases. The transfer of staff 
between Montreal City and Montreal No. 2, and between Toronto City and 
Toronto No. 2, should not inconvenience the employees concerned as they would 
still be working in the same city, but in the case of the other eleven new offices, 
efforts should be made and it should be possible to engage junior staff and some 
senior staff locally. A number of senior staff and supervisors would, however, 
have to be transferred but these should not exceed an average of 15 or 20 for 
each new office, or between 150 and 200 in total. 


VU. OFFICE SPACE 


The rapid growth in the work of the Taxation Division since 1939 with the 
consequent need for large numbers of additional staff meant that additional 
office space had to be provided. While additional space has been obtained, the 
amount has been far from adequate. 

The Committee has been informed, and from its own observations has 
-reached the conclusion, that 100 square feet. per employee should be provided. 
This would include space for general and private offices, filing space, a large 
amount of which is required for the very large volume of income tax returns, 
information returns, etc., and space for the general public, but would not include 
outside corridors, stairs, lavatories and rest-rooms. As can be seen from Exhibit 
14, the majority of District Offices have much less than 100 square feet per person 
employed; in fact, some have only half or not much more than half of that 
figure and as these offices are substantially below the staff establishment con- 
sidered necessary for the proper administration of the Districts, it is obvious 
that unless additional space is obtained, the work of the Division cannot be 
proceeded with as it should. 


140 SPECIAL COMMITTEE 


Exhibit 14 shows that 251,720 square feet of additional space are required 
to provide adequate accommodation for the staffs considered necessary for the 
present District Offices. As the present area of these offices: is 443,605 square 
feet, this means that the present area is only 64 per cent of what is should be. 

In addition to the work of the Division suffering through lack of space to 


accommodate additional staff, efficiency is lost through the present overcrowding | 


of the offices. Halifax, Vancouver, Saint John, Winnipeg and Montreal, in 
that order, are at present overcrowded to an almost intolerable degree even 
though understaffed, and Toronto, because of the way the building is architect- 
urally laid out, is almost in as bad a position. 

Because of overcrowding, the health of the staff suffers and the Committee 
was informed that many working days have been lost through sickness and that 
there has also been a large turnover of employees as numbers have resigned 
because of the working conditions. ! 

It is recognized that ideal conditions cannot be realized at present but the 
Committee considers it imperative that additional space be provided at once if 
the Taxation Division is to function as it should and as the public have a right 
to expect. 

Working conditions should also be improved through better lighting, ventila- 
tion, acoustic treatment of ceilings in noisy locations, redecorating, and through 
the offices and wash-rooms being kept in a much better state of cleanliness than 
they are at present. | 

Exhibit 15 shows the space requirements for each District Office under the 
- proposed District Office organization. It will be seen from this Exhibit that 

some 312,600 square feet of additional space will be required at 25 district 
offices in 23 cities and towns. Some 37,505 square feet could be released at 
6 offices, the bulk of this space being at Ottawa, Hamilton and London. 

At the present time, most Income Tax offices are located on the upper floors 
of buildings. As these offices are now dealing with very large numbers of 
taxpayers over information counters and at cashiers’ cages, efforts should 
be made to provide this space on the ground floors when providing space for the 
new District Office organization. This would be a convenience to the taxpaying 
public and would reduce elevator traffic which is subject to pronounced peaks 
at certain seasons. 

When setting up new District Offices, care should be taken also to locate 
them on a site as accessible to the public as possible and to see that their 
appearance is not inferior to other Government offices or outside organizations 
dealing with the public. Possibly, they need not be as elaborate as some of 
the offices of outside organizations but as income tax is now a most important 
item in the economic life of most citizens, it seems to this Committee that 


Income Tax offices should be dignified and impressive in appearance. The 


morale and efficiency of the staff would also be improved by working in 
modern buildings, efficiently laid out with good furniture and furnishings. 

It should be noted that the Committee only considered the question of 
space as it affected the present and proposed District Office organizations and 
did not go into the question of space for Head Office. 


IX. TRAVELLING AND PROVISION OF MOTOR CARS 


It has been mentioned briefly in Section IV that greatly increased travelling 
activity is required to improve administration in most districts, also that a 
large proportion of this travelling should be by motor car particularly through 
rural territories. 

_. It should be unnecessary to develop in detail the necessity for extensive 
travelling by the district staff. Investigations should be made frequently 
throughout the districts not only of those who have reported taxable income, 
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but also of those who might be taxable but who have failed to report taxable 
income. The Inspector personally and through his staff should be well informed 
on all activities affecting his work throughout the district, and this necessitates 
a substantial amount of travelling. 

Practically all the Inspectors agree with this view. Nevertheless many of 
the districts have done very little travelling. For the fiscal year 1943-44, of 
total travelling expenses for district staffs of $91,616.55, about 70 per cent was 
incurred by the four districts, Montreal, Ottawa, Winnipeg and Vancouver, in 
that descending order. The next 8 districts spent 28 per cent and the lowest 
6 districts spent about 2 per cent. None of these latter 6 districts spent as much 
as $400, which is obviously far from adequate. Study of this matter reveals 
many anomalies. For example, Toronto, covering a large territory outside of the 
city of Toronto, spent less in the year than Hamilton (which maintained sub- 
offices at St. Catharines, Brantford and Kitchener), and only about one-sixth 
of Montreal or Ottawa. Winnipeg spent over six times as much as Regina, 
Saskatoon, Edmonton and Calgary combined. Under these conditions, it is 
apparent that some important areas have not been visited during the year by 
. any representative of the district. 

The setting up of new districts will, of course, tend to reduce travelling 
time and expense materially in many cases. The potential saving in this regard 
should be considered in the light of the volume of travelling that should be done 
rather than what is actually being done. Generally speaking, all districts 
showing low levels of travelling expense should greatly expand this activity. 
Consequently, on the whole, expansion of travelling may be expected rather 
than reduction. 

Amongst reasons given by districts for insufficient field travelling were policy, 
lack of staff and lack of motor cars. Policy reasons usually were vague or related 
back to former Inspectors. Any misunderstandings on policy should be corrected. 
Lack of motor cars is an explanation of the small amount of travelling done 
in certain sections of some districts where this is the only method of access. 


All means of transportation should be used as may be appropriate, con- 
sidering availability, efficiency and economy. This embraces railway, bus, 
motor car and in a few cases steamer and airplane. For the larger cities and 
towns, railway and bus are usually adequate and economical as assessors may 
remain in these places days or weeks. However, for the smaller places and 
through rural sections, motor car transport is the most economical, efficient and 
usually the only means. 


There is no doubt that a large increase in the use of motor cars by the 
district staffs is necessary. At the present time, under wartime conditions, this 
offers many difficulties, particularly due to shortage of cars and difficulty of 
replacing tires. Under these conditions, employees who might otherwise drive 
their own cars are unwilling to do so. Every effort should be made to make 
cars available by all means reasonably possible. While the Committee has not 
surveyed the car situation amongst the various Federal Government depart- 
ments, it is well within their notice that other Departments have obtained 
Government-owned cars whereas the Taxation Division has not. It may be 
mentioned here that a large proportion of the motor driving for income tax 
work will take care of two and sometimes three men in the field together and 
only a small portion for single passenger driving. Much of the field work can 
be done to advantage by teams of two or three and this fact has a bearing on 
the economy of motor travel. } 

It does not seem possible at this time to set down a single. answer to the 
car problem. Rather, several different means may be used. These comprise 
use of employee-owned cars, use of hired cars, and provision of Government- 
owned cars. 
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Use of employee-owned cars is now greatly restricted due to wartime con- 
ditions of supply but may be expected to improve again as restrictions relax. 
Rates paid to employees should fully compensate for the average cost of opera- 
tion. For light passenger cars, an allowance of about 6 cents per mile in the 
pre-war era was generally recognized as reasonable. The Taxation Division, 
however, until quite recently only allowed 5 cents. This rate has now been 
raised to 7 cents for the first 4,000 miles per year and 6 cents for additional 
mileage. There are many advantages from an overall point of view in making 
use of employee cars, particularly away from the larger cities. These advan- 
tages embrace economy in supervision, garaging, repairs and lost time and sug- 
gest the desirability of paying an adequate rate of compensation for employee- 
owned cars. 

As to rates of compensation, it is thought that these should be uniform for 
practically all districts. Some districts argue that local conditions, particularly 
road and weather conditions, warrant higher costs in their district but these 
are not usually of significant importance and may be offset by other conditions. 
As an exception to this, it is probable that driving costs are appreciably higher 
in the interior part of British Columbia than elsewhere due to the mountain 
conditions. Actual cost data were not obtained for comparative purposes, 
however. 

Availability of ‘drive yourself” and other hired car service was increasing 
before wartime restrictions developed. Availability of these services is now 
limited but may be expected to expand again. Where available, and even now 
they still are available for business purposes in some cities, these services can 
and should be used to advantage. It does not appear that the Division has 
made use of such services to any extent. 

Arrangements should also be made to provide Government-owned cars for 
the Division on a similar basis to that in effect for other Departments. At 
least in some of the larger places, there would be a sufficient number in the 
fleet to make this method desirable and economical. It should be possible for 
the Department to obtain some of these cars at an early date and well in 
advance of the time when cars will become generally available to the public. 


_ It may suffice here, merely as one example, to include information obtained 


from a statement of the Department of Soldiers’ Settlement and Veterans’ Land 


Act for March 31, 1944. That Department had 114 cars distributed among 8 
districts. There was a fleet of 24 in the Saskatoon district, with a mileage 
driven for that year of 156,889. There was a fleet of 27 cars in the Edmonton 
district, with a mileage of 153,570. 


xX. GENERAL COMMENTS 
Sub-O ffices 

At the present time, there are several sub-offices in the District Office 
organization. These sub-offices generally have no other duties than to give an 
over-the-counter service on enquiries from the public and to assess returns sent 
to them by the District Office to which they report. These returns are generally 
those of taxpayers located in the same city as the sub-office. The sub-offices 
do not keep tax-rolls, or taxpayers’ files, and are not equipped to handle 
collections and give receipts. They function directly under the authority and 
supervision of the District Offices to which they are attached. 

The Committee considered whether opening such sub-offices in certain 
areas would be sufficient to give the more adequate service to the public now 
required. However, after a survey of the internal organization and functioning 
of the District Offices to which sub-offices are now attached, it was found that 
the sub-offices, having no tax-roll, no permanent files and no machinery for 
handling and accounting for collections cause additional work in the District 
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Offices to which they report and that it is very doubtful if this additional work 
is compensated for by the personal service and closer contacts which the sub- 
offices give to the taxpayers of the towns in which they are located. 

The question of enlarging the functions and scope of service of the sub-offices 
to the extent that they would more completely administer an area but still remain 
under the supervision and control of a District Office was considered. For 
example, it would be possible to have the sub-office maintain tax-rolls, accept 
returns and collections and assess returns up to certain limits under the juris- 
diction of their District Offices which would maintain their accounting and tax 
deduction records and generally supervise and administer them. 

However, it is exceedingly hard to define the limits of what a sub-office can 
effectively do to be of maximum service to the public and to the District Office 
and yet not add greatly to the problems and administrative work of the District 
Office. After much consideration, the Committee has reached the opinion that 
sub-offices, either in their present form or in an enlarged form, will create more 
duplication in work and records than will be justified by any closer service 
they can give to the public and that they do not in practice fill any useful status 
in the District Office organization which is not better filled by an independent 
District Office. 

The Committee has therefore recommended that certain sub-offices be made 
District Offices and that the remaining sub-offices be closed as and when cir- 
cumstances permit. ; 


Alternative Forms of District Office Organization 


The various functions and duties of District Offices were considered by the 
Committee in relation to possible changes in District Office organization. At 
present, all District Offices are uniform in the duties and functions which they 
perform and, within broad lines, uniform in their internal organization. 

The possibility was considered as to whether certain functions now per- 
formed in all District Offices might not be centralized to some extent to give 
relief from such work to the District Offices and also at the same time provide 
some administrative economies. For example, it was considered if certain 
functions, such as Tax Deduction work, Succession Duty work and Accounting 
could be centralized in say three or four offices located at strategic centres 
throughout the country, with advantage to the District Offices. 

After discussing this matter with certain of the senior Inspectors and with 
officials in Head Office, and after considering the organization of the District 
Offices in relation to Head Office, the Committee is of opinion that greater 
efficiency in service to taxpayers and in all aspects of the work of the Taxation 
Division will be gained if all District Offices are uniform and complete in their 
respective functions. | 

For example, if Tax Deduction work, Succession Duty work and Account- 
ing were centralized and these functions had no place in a District Office, there 
would be a decided decrease in the efficiency of the District Office and its 
ability to give quick and satisfactory service to the public. There is so much 
cross-reference required between the various units in a District Office that the 
functions of assessing returns and of collecting tax would be rendered more 
difficult and require more correspondence and delay if the related functions of 
Tax Deduction, Succession Duty and Accounting were not also carried out in 
the District Offices. 2 

It is possible that, where there are several District Offices in one Province, 
some advantage in contacts with the Provincial Succession Duty office might be 
gained by having one Federal Succession Duty office only in that Province. 
However, as the assessing of returns of deceased persons is required in con- 
nection with the Succession Duty work on their estates, it has been found to be 
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much more convenient in practice to have a Succession Duty section in each 
District Office. This also provides a better and closer service for lawyers and 
others concerned with Federal Succession Duty problems. 
Similarly, in considering the centralization of Tax Deduction at the 
~ source, it was noted that a very close coordination is required between the Tax 
Deduction work with employers, the receipt and checking of T.4 annual returns 
and the collating of the T.4 slips with the employees’ assessment returns. 
: As regards centralized accounting, it has been shown that the accounting 
records for the District Office are of essential service to all units handling assess- 
ments and to the Collection Unit. 
For all these reasons, the Committee is of the opinion that the present 
organization, consisting of District Offices with uniform functions and uniform 
internal organizations, is satisfactory at this time. 


Temporary Tax Office Service 


There are a number of important cities and communities, some times 
remote from a District Office, where it is thought it would be advantageous to 
have a small staff located temporarily to assist the local taxpayers. The period 
about April, during the seasonal rush of making and submitting returns, affords 
an opportunity of having representatives of the Taxation Division deal directly 
with the public in such localities and assist them in connection with their 
numerous inquiries relative to tax returns. 


The matter of sub-offices has already been discussed and the conclusion 
given that such offices be discontinued, largely because the type and amount of 
service to the public in the community do not warrant the administrative 
expense. On the other hand, it is felt that a seasonal office involves very small 
expense and that this expense is more than warranted from the point of view 
of service and favourable public relations. 

As regards the administrative expense, it is probable that seasonal offices 
would frequently result in less overall expense through having returns better 
prepared initially, and through reduction in later correspondence and follow-up 
work by District Offices. In many cases, the practice of having seasonal offices 
would obviate public pressure to establish permanent Income Tax offices which 
cannot be justified. Space for the purpose of a temporary tax office can usually 
be obtained without difficulty or expense In some municipal or other building. 

Several of the districts have followed this practice in a few localities in the 
past and have been pleased with the result. Mention is made elsewhere of the 
Flin Flon district where this practice is followed now. In that case, the 
Winnipeg District Office considers it essential. 

The Committee has in mind the following types of localities, although this 
is not a complete list: 

Moncton, Chicoutimi, Peterborough, Owen Sound, Sault Ste. Marie, 
Timmins, Brandon, Flin Flon, Prince Albert, Lethbridge, Trail, Prince Rupert. 


Setting up of New Districts 

It is realized that the recommendations of the Committee will involve a 
large amount of dislocation and considerable work among the officials and 
staff at Head Office and in the District Offices affected. 

Naturally, the detailed planning and organization work has to be done 
first and the new District Offices brought into smooth operation before the 
advantages of administration and public relations begin to be realized. 

Alternative programs for setting up the proposed District organization 
require study. For example, offices may be opened in various orders, or by 
sroups. It is unlikely that all of the new districts could be set up simul- 
taneously on account of space and personnel problems. 
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Amongst the major problems involved in any program are: 
(a) Locating office and obtaining adequate space; 
(b) Arranging best lay-out of office, and obtaining proper furniture and 
equipment; 
(c) Transferring staff and recruiting new staff; 
(d) Transferring files, accounting records, tax-rolls, ete. 


Information Returns 


By the introduction of the principle of “deduction at the source” from 
wages and dividends and by obtaining Information Returns from employers, 
banks, trusts, ete., employees and taxpayers generally are complying with the 
terms of the Income War Tax Act. However, there is an opinion held gen- 
erally, in which the Committee concurs, that farmers, lumbermen and many 
small rural businesses may not be paying the taxes which are legally payable 
by them. It is possible to obtain Information Returns regarding many of the 
transactions of farmers, lumbermen and similar types of businesses which do not 
generally maintain adequate records, from wholesale dealers and from Gov- 
ernment agencies under whose supervision or with whose assistance they oper- 
ate, and the Committee recommends, therefore, that the Division should 
arrange to obtain such returns wherever possible, and thus facilitate enor- 
mously the investigation work of the District Office assessors. 

Staff 

As discussed elsewhere, the question of obtaining adequate staff for the 
District Offices is a serious problem engaging the attention of all Inspectors 
and senior officials. Practically all District Offices are understaffed according 
to the establishments enacted for them by Head Office. 

The Committee has been informed that the Taxation Division has greater 
difficulty in procuring additional staff than have some other Government 
Departments. For example, cases have been cited of applicants for positions 
in District Offices having been interviewed in the District Office and everything 
more or less settled for their employment but, owing to delays in obtaining the 
final approvals from Ottawa, the prospective employees have obtained employ- 
ment elsewhere. In some cases they have obtained employment in other Gov- 
ernment Departments at higher remunerations than they could obtain in the 
Taxation Division. The importance of the Taxation Division in the economic 
life of the country requires that it should be in no inferior position to other 
Government Departments in this matter. 


Training of Staff 

The rapid increase in the work of the Division has naturally meant the 
employment of a very high proportion of untrained staff and created a prob- 
lem in providing that staff with adequate training. Adequate training of new 
employees or the lack of it has had an important effect on the efficiency of the 
offices. Training of employees is a most important part of the operation of the 
Division. It is a continuing job and will require special emphasis during the 
period when new District Offices are being organized. 


Morale 

On several occasions, dissatisfaction with space, with working conditions, 
with prospects, with salaries, and with the methods of the Division were 
expressed by members of the staff to the Committee. There appears to be an 
impression that the salaries are low in comparison to those in other Govern- 
ment Department and in businesses outside the Government. This may or 
may not be so, but the Committee recommends that a review should be made of 
the salary scales being paid employees of the Division and if they are found to 
be in accordance with similar work elsewhere, this fact should be brought to 
the attention of the staff. If found to be out of line, then the situation should 
be rectified. 
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Report on District OFFICE ORGANIZATION 


APPENDIX 
This appendix comprises the following Exhibits: — 


. Reference to Committee by Deputy Minister. 
. Memorandum to Minister of National Revenue from Deputy Minister. 
. Taxation Division—Growth. 
Present District Office Organization—Summary. 
Proposed District Office Organization—Summary. 
. Present District Office Organization—Ranking by size. 
. Proposed District Office Organization—Ranking by size. 
. Proposed District Office Organization—Comparison of Returns to population and 
Collections per return. 
9. Cities over 15,000 population with distance from present and proposed District Office. 
10. Analysis of 1943 T.1 returns by distance from District Office. 
11. Comparison of six largest districts in collections and returns—present and proposed. 
12. Staff—present organization. 
13. Staff—proposed organization. 
14. Office Space—Present District Office Organization. 
15. Office Space—Proposed District Office Organization. 
16. Proposed District Office Organization data. 


CONDOR ODE 


EXHIBIT 1 


REFERENCE TO COMMITTEE BY DEPUTY MINISTER 
8th November, 1944. 
To Messrs. R. V. Macauray, 
J. McLaren, 
B. Woop. 


Dear Sirs,—As you are aware from previous conversations, this is to-request 
that you act as a member of a Committee to examine certain features of the 
Income Tax administration in accordance with the following terms of reference. 

We appreciate greatly the time and effort that you will give to the work 
of this Committee and thank you personally. As you are aware, we have also 
expressed our thanks to your company. 

This Committee is formed for the purpose of making a survey of the present 
establishment of the Taxation Division in regard to serving the public by an 
appropriately situated and adequate number of offices, if it should be found that 
the present establishment is regarded as inadequate. If found inadequate, you 
will recommend the appropriate location of other new district offices which might 
include the subdivision of some of the presently existing offices, and in the doing 
of that, advise what personnel would be regarded as appropriate to properly 
man any proposed new establishment. 

From this, you will observe that there is not a request to examine the 
methods or ways and means now employed for the securing of information and 
the raising of tax based on that information, but rather the examination relates 
to staff and office accommodation throughout Canada so that, if possible, the 
public interest may be better served than it is now. 

The foregoing is an indicative formula of the duties which it is expected the 
Committee will assume. 

There is no doubt that within the ambit of this reference a very wide 
examination will be required of many features not apparent on reading the 
reference as stated, but which would be necessary in order to come to a proper 
conclusion. 


tie 


8th November, 1944. 
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This being so, you should be advised that any information you wish in any 
direction concerning any matter, whether strictly within the ambit of the 
reference or not, will be readily given to you, with the one exception that under 
no circumstances will we permit you to have access to or knowledge of the 
income or tax of any individual or corporate taxpayer. 

I shall be glad ito receive your report at such time as may be convenient 
to you. 


Yours truly, 
Ci ELE TOUD: 
Deputy Mimster (Taxation). 


MEMORANDUM TO THE MEMBERS OF THE COMMITTEE: 


This will advise you that Mr. H. A. Parker has been released from other 
duties, so far as required to act as secretary of your Committee and you may 
call him at any time you wish, and for so long as you may require. Miss M. 
Belanger will act as your stenographic secretary and will also be available for 
such period of time as you may require her. Both of these will accompany you, 
if you so desire, as your work takes you to various places in Canada. 

You will be provided with appropriate space in the Head Office building » 
for your meetings and for your documents. You will also be afforded any intro- 
ductions that you may require to any other Government Department from 
whom you wish to secure any information. 

It is open to the Committee at any time to make appointments with any 
member of the staff from whom you would like information and this can be 
done without reference to me—just simply advise the head of the particular 
branch that you would like to consult with such and such an officer. This 
applies to every office in Canada. 

If you desire to specialize or develop any side of the work, it is of course 
open to you to call in any person who might be of assistance, for example, if 
you want certain statistics gathered or if you want them assembled in a 
particular way, it is open to you to call upon our statistical branch, or if 
agreeable, to call upon the statistical division of your own companies to 
perform certain examination through appropriate graphs and reports. Their 
expenses will also be paid. 

The Inspectors across Canada will be advised of your attendance if you 
should attend in the district offices but it is suggested that we do not advise 
them all now but rather as you come upon each district, because it seems 
advisable that this examination be not made more public than the actual 
carrying out of the work itself requires. 

As these matters are bound to become public, perhaps by slow degrees but 
perhaps one day by a newspaper announcement, it would be appreciated if you 
could give me a memorandum, through your stenographic secretary, every 
ten days or so, as to just where you are and what you are doing, because 
the Minister must be informed, and be able to intelligently respond as to what 
is going on in his Department. 

For your information, there is attached copy of the memorandum of the 16th 
October 1944 addressed to the Honourable the Minister of National Revenue. 


Your expenses, while away from your home city, will be paid by the 
Government, which includes meals, lodging, transportation, telegrams, taxis, 
and other like expenses. 

C. F. ELLIOTT, 
Deputy Minister (Taxation). 
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MEMORANDUM TO MINISTER OF NATIONAL REVENUE 
FROM DEPUTY MINISTER 


MEMORANDUM TO THE HONOURABLE THE MINISTER OF NATIONAL REVENUE: 
Re-organization of the Districts of the Income Tax Division 


The volume of work concentrated in many of the District Offices is such 
that in the interests of efficient administration sub-divisions should be made. 
This matter has given me concern over the last year and a half or more. 


It is not necessary to develop extensively the reasons why an examination 
of the present physical set-up to handle the present physical volume of work 
should be made. A few remarks are enough to indicate the necessity of dealing 
with this matter now. 

There is sufficient general knowledge by you, the other Ministers of the 
Crown and the public to appreciate this need without developing it in detail. 

First let me say that the Income Tax Division is, under present conditions, 
functioning with reasonable satisfaction but it cannot continue to do so without 
some change. 

The Income Tax Districts were organized in 1917 and are to-day substan- 
tially as they were then. 

The number of returns and the amount of money involved in pre-war years 
when compared with to-day are relatively small. For the nine years prior to 
the war the average number of taxable persons making returns was 214,000 and 
the average annual collections were $80,247,336. To-day the returns of taxable 
persons number well over 2,000,000. Indeed the excess over 2,000,000 would 
exceed the average number in a pre-war year, while collections to-day are over 
$1,500,000,000 annually. 

We must also take into consideration the expansion in other directions 
which has greatly added: to the administrative requirements. 

For example, we have a larger number of information returns. The T.4 slips 
(information as to salary and wages paid) in themselves amount to between 
4,000,000 and 5,000,000. Ownership Certificates amount to well over 1,000,000 
and T.5’s (information as to dividends) were formerly received in respect of 
payments of $100 or more and now every single dividend, no matter how small, 
must be declared because of deduction at the source for which credit must be 
given or a refund made. 

Thus the new duty of Deduction at the Source, assumed by employers, 
dividend payers and payers of registered interest, and those paying money 
abroad, in fact the whole Deduction at the Source plan, has been so greatly 
expanded that it becomes not only equal in importance administratively to the 
imposition of direct Income Tax without deduction at the source, but even more 
so for a strict accounting as between the collector at the source, the Income Tax 
District Office and the taxpayer must be brought into balance before the accounts 
of the collector at the source can be cleared or the proper credit given to the 
taxpayer for what has been deducted at the source. 

These information slips, heretofore only information, are now the equivalent 
of money documents. 

Then we have remittances by all persons who deduct at the source, within 
one week from the close of the pay period. This means that employers, not only 
industrial and commerial, but employers such as Universities, Hospitals, non- 
taxable Government sub-divisions and Governments, Dominion and Provincial, 
all come within the ambit of the tax law and are handling money belonging to 
their employees and therefore become the equivalent, from an administrative, 
not from a revenue point of view, of taxpayers themselves, from whom money 
is received. 
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Then again we have the Excess Profits Tax Act, the Succession Duty Act 
and many new features enacted in the Income ‘Tax law, all of which were brought 
into existence during the war but will remain as permanent features, although 
perhaps modified in form, for many years to come. 

The people as a whole who are brought, either as taxpayers or as collectors, 
within the ambit of these laws feel that they have a right to a more close 
association with the administrative Dominion civil servant than they now have 
by the present limited number of Districts in operation. 

All British Columbia is served by one office; Alberta by two; Manitoba by 
one; Quebec by two; and each of the Maritime provinces by one. In Ontario 
we have a number of districts but places like Peterborough, Windsor, North Bay, 
Sudbury and other places feel that they should have District offices. 

The feeling of the people in this regard is in accord with my own feeling 
that administratively it would be better to have more Districts, but whatever 
the new pattern as to Districts may be it should be the subject of careful 
examination. 

On the other hand there is not any one feature in the administration of the 
Income Tax law more important than the maintenance of the confidence in the 
minds of the public in relation to the administration of Income Tax and other 
related laws. If that confidence is shaken it will take years to recover it and 
the detrimental effect meanwhile will be uncalculable. 

Therefore there should be no public announcement that administrative 
changes are in contemplation or about to take place. Rather, the task should 
be undertaken without public announcement but by persons who, when the plan 
is proposed, will, together with the plan, be accepted, realizing always that even 
the perfect plan will find criticism by those particular towns or cities that have 
not been: accorded a district office. 

This last comment indicates quite clearly that as far as possible we should 
not embarrass this Government or any Government by a public announcement 
for the Members representing each constituency, or the defeated candidate, or 
the Boards of Trade or other like bodies will ‘all press for recognition of their 
particular locality. 

It is essential that we draw ina limited number of appropriate advisers and 
with the assistance of our own senior officers make a survey throughout Canada 
and lay down a plan which, as a plan, on the whole will be regarded by them and 
the heads of the present administration, including yourself, as acceptable. 

When this has been done the appropriate Order in Council can then be 
passed wherein the Minister having the control and administration of these laws, 
by statutory direction will declare, through such an Order in Council, the new 
Districts that will come into being. 

As to the appropriate advisers to the administration that should be selected 
I have given much thought. Should we call in representatives of the Boards of 
Trade, the Chambers of Commerce, the Canadian Manufacturers’ Association, 
the Labour Organizations, the Pulp and Paper Industry, as the largest. employer 
in Canada, the Railways, the Civil Service Commission, or should we have 
representatives from the five geographical sub-divisions, the Maritimes, Quebec, 
Ontario, the Middle West and British Columbia, or should some other method 
be adopted? 

If any of the foregoing were to be represented, then we would be drawing 
the whole administration into such a broad field, when tax burdens are so heavy, 
when there exists at present a public belief that the administration, although 
greatly burdened and handicapped in many directions, is nevertheless performing 
its duties with reasonable satisfaction, that we might undermine the confidence 
to which reference has been made and ‘the public would say—what is the matter 
that such wide activity is necessary pertaining only to the administrative side, 
for it is to be noted that the principles of taxation and the policies adopted are 
not to come under review. 
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- The matter is a physical problem of practical administration in relation to 
the multiple factual affairs that have to be carried on as between the public and 
the administration in every part of Canada. 

Changes in the law, rules and interpretations are not within the scope of 
these proposals. 

It is therefore felt that the wide-spread representation should not be 
requested and in the result a small committee is proposed, namely a representa- 
tive of the Senior Organizing Officer of the Bell Telephone Company should be 
~ requested to act. 

The Bell Telephone Company is selected because it is accepted by the 
public as an efficient organization with vast experience in dealing with the 
public in its various population centres, and it is desirable to have the advice 
of officers of such an efficient organization. 

However, the Bell Telephone Company should not be alone in this matter, 
realizing that there will always be some criticism and it will be known that 
we had the advice of outsiders. Therefore, the Sun Life Assurance Company has 
been requested to supply an adviser. 

This organization is non-taxable, except in respect of amounts credited 
to shareholders’ account, has a world-wide reputation and is unquestionably 
one of our most efficient organizations, dealing with its many thousands of 
policy-holders, large and small. 

They are willing to lend the services of their Supervisor of all Planning. 

The collaboration of officers of these two efficient organizations, in con- 
junction with a small committee of our own senior officials, it is felt would 
produce a sound report on the appropriate changes occasioned by the enormous 
upswing in Income Tax activities. 

This therefore is to request your approval of the suggestion that an officer 
of the Bell Telephone Company and of the Sun Life Assurance Company, 
together with some of the senior officials of this Division, form a Committee to 
bring in a report. 

If you concur in this proposal tee it will be necessary to secure author- 
ization for the payment of travelling expenses only of the officials from these 
two organizations, but it is not suggested that this Order in Council be passed 
now. Rather it is requested that it be now determined that an Order in 
Council will be passed at the appropriate time for purposes of securing funds 
to meet these expenses. 

It may be that some other officials, such as the statistician of the Sun Life 
or the Bell Telephone might be requested by the said officials to assist them 
and therefore there might be one or two other persons whose expenses would 
have to be paid—for example, if the statisticians of these organizations or the 
draftsmen who prepare the curves and charts come to Ottawa for discussion, 
certain expenses will be incurred which should be paid by the Government, 
and the Order in Council should provide for payment of the expenses of the 
nominated officers and such incidental expenses as may be necessarily incurred 
in the carrying out of their duties as advisers, through the employment of 
technical assistance. 

The body of the proposed Order in Council would read somewhat as follows 
—I would give you a short, one page report of what was meant and then your 
Submission would read— 


“concurring in the attached report has the honour to recommend that. 
the expenses’ incurred by the advisers to the Department of National 
Revenue on the re-organization of the work of the Income Tax Division 
and the sub-division of districts, incurred in preparing their report, be paid 
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out of the Consolidated Revenue Fund and charged against the appro- 
priation of the Income Tax Division of the Department of National 


Revenue.” 
Ce PHU LIOT, 


Deputy Minister (Taxation). 
16th October, 1944. 


EXHIBIT 3 
TAXATION DIVISION—GROWTH 
RETURNS AND COLLECTIONS 
T.1 Returns for Tax Year Net Collections 
Calendar Year Assessable Non-<Assess. Total Fiscal Year 

TOSS Marans core eo kere ee 195,032 186, 121 381,153 | 1934-35. ..2.... $ 66, 808, 066 
TOS 6 ieee ie do. oN «he eae ee 217,150 192, 187 409,337 | 1935-36) 022)... 82, 709, 803 
psy Ee aT eT ee Dif 245,570 217,158 462,728 | 1936-37........ 102, 365, 242 
AOS Sirethawes se 4 cele inde eaateee 250, 236 ~ 216, 167 466,403 | 1937-88........ 120, 365, 531 
OS ene eR LU or Uh Aces ae 265, 994 229, 127 495,121 | 1938-39........ 142, 026, 138 
DOA Rag oe roe RSet) anal 723, 906 339, 090 1,062,996 | 1939-40........ 134, 448, 566 
USE Die 1d 9 eA A RU Fa 980, 454 397, 388 4377842. (1940-41 Oe 272, 138, 290 
TOAD PM AG venice. er aia tlecay ie bimae 1,776, 148 534, 637 2, 310,.785 1 1941-42. 652, 367, 936 
TOAD vite ieee As OREM ae ae 2,094, 542 622, 618 2,717,160 | 1942-43........ 1, 378, 042, 832 
DEAT eee so Oe VC eT eRe Lee mere Mare OTL mani ee or oak uit ome 194334404 Veo 1,635, 494, 705 

1944-45. ....... 1,555, 814, 222 

STAFF AND EXPENSES 
Year Ending Staff Expenses 
March 31 Head Office| Districts Total Salaries Other Total 

1 ORG ica ates RAE ry MPA GAB 186 996 1,182 1, 767, 989 201,819 1, 969, 808 
USGL AEF Att Duo 189 999 1, 188 1, 888, 080 200, 959 2,089,039 
a ies ee ee Batons 196 1,020 1, 216 1,912,738 205, 472 2,118,210 
t RES * 0 Thy Aa eg Ae ic fe 200 1,061 1, 261 2,025, 769 229, 192 2, 254, 961 
NRO RAU ine. CA ab er ee eR ee, OH) 204 1, 087 1,291 2,199,046 163,012 2,362, 058 
AC) grees ape RE eS, 205 1,110 e3t5 2,218, 633 199, 724 2,418, 357 
TREE bee eee Seles Ma og Onan 246 1,509 1,755 2,363,901 233, 604 2,597, 505 
LPB A ye Bg 281 2 i3so 2,416 3, 220, 660 330, 427 3,551, 087 
BOGS See any 328 3,404 onan 4,589, 944 425,529 5,015, 473 
1G 2S eat Sees Ua fils Ce Ray 382 4,743 5,125 6, 755, 851 757, 763 7,513, 614 


(Nore:—Printing and Stationery Expense is excluded—For Fiscal Year ended 31st March, 1944, this 
amounted to $500,420). 
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EXHIBIT 6 
PRESENT DISTRICT OFFICE ORGANIZATION 


RANKING BY SIZE 


es 
SS oeoooeoeoeaeaeaeaeaeana=qooaeeeeeaeaeaeeaeeeeSsS SSS. _jO3ovw OU OcoMNTN((T(N( SS 


Total Population Total T.1’s Total Collections 

000 000 000, 000 

1 DMLONtEreals nse Peee weet 1 O56u MOntePeALO Mul h sca katie 5357} Montreall ice saulsteen wees $461 
DO TOTONLO Lae wae eens LOL TGrOntOr ce eerie cues eae ASS VE OLONtOM A eee arene ete 396 
BEOUSDEC EL sae urease aie 12126) “Vancouver ing Su Nay Gaiess ae 207+ |i VanCOuver, ees tabcuakes 157 
ASODLAWA eu aaa: $3 N29 WO tea wang is sun menue ie DOS "| WPA UtGN. eee eee 142 
BUNMEHGCOUV ER: din) Kis'e siete. BIS H MEPAMALOn: Dap aE Sica Kime nie 220) Liondon sh) ei yar Wea uae ae 115 
GK Winniper ss: so) te wens (oO) (Winnipeg eno ie a tees TO WwOttawa les wae ae caer 103 
TELAT OU LOME RM sel peenerns GOGH ONG Onsen wari Te eke OO) |i) WAINDAPOP as Noles tie tiie aie te 64 
KE LONCON an ieee ly betes GET SL UT Tear arate Gas oN De LEG tal liax. Ue Ri sakes ae ne 42 
Or Pali fax Any CA ae BR (Qvuebeere tiie hiau-ae, wou eee he Oa leary aie ai ae a aye 
LO Md MONGON ihe seats AGO Calgary ie ih user ee CO HnQUSbeO! CeCe ers 27 
PeVSainh Jonni o ws aie ABT SANG PORME Wes calas eae 63.1. oat JOnR. seek ee ni 
12 Saskatoon, onc 2s asi ARAM ROPING. Hy uct tae to bitnemenens 61) sks NON SONs Wie sek merce 21 
PSP Rep ine nk eae ee, ALON ELA TYONLOMIG dR ok Sek sie 9°). Fort: Williams, tela. se 12 
Te GCalgary eo ees 3a6))1 (belleville: Weta ah ice es Di AROQUNA e+. Osi. Seats eevee 12 
Te elevillew oy wuweLie 158 4 Fort: Willtam JA. Be ae 37:|. Belleville.ii.ccc see ore eee Ag 
1G Fort: William ssa. TSS. Saskatoon. cake wees SE es BES LON. edu whee wots 8 
Pr Gharlottetown ones G5 WRiMestom sy eee OE We aie Ol Paskatooni uc eames were 6 
18 be Raneston (eae ee ees To AC HATlOLteLtown, oceans 7.4. Charlottetown. 212: saws. 2 
TS DawBon cou ee en 57 P Da weon ee Roseanne Se A WHOL yicree os teee oe 2 
11, 495 2) 717 $1, 635 
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EXHIBIT 7 


PROPOSED DISTRICT OFFICE ORGANIZATION 


RANKING BY S1zE 


eee 


Total Population 


000 

1. Montreal—City.......:.... » ne ig 
9. Toronto—City.....is.%s. 2s 910 
RTC HOD) ics id aro le o's es mepiane 795 
4, Winnipeg ith Nou Se als rey alae 730 
5. Montreal No. 2.). os. 593 
GLOttawae den lawkecas Ws ces 544 
We MaAnGOU VEY wii, 6 o00'e eae Bale 512 
Seed monutOne suicees ates ere 469 
OmSaakahOOn cri uo ele sags sues 454 
PORVOO UIA. 0 250 asl sisstae te Lee 442 
Bi has all S Ea DU Ree. Ge amen Neil gte pelea dst 428 
Loe Poronto INOW 22s vwar ee meets 377 
POM ELE TVILGON. Lanes ware theres etarste 349 
PEW DIE UNS i ths. « a isjarenesentena at 336 
terGampbelltont, . 6.712 ta." 307 
AGREKTECHENEL i iiNe lan taneoeetoleteele 293 
7 POSAING DOOM eit ci wiointereti erm erce 291 
TUR Urey sie Roy se op fe eee Ste et rh 281 
194 Sherbrooke iia sale ae he 254 
DOWAVAN ASOT es Cr clasale ise any oereuats 241 
Os Kirkland Lakes soot. sis 239 
DO OLE Vo) seta atal = ine ale sano ali 217 
POUT rolse EV 1GLESma on eae ek ie 197 
SPSS Catharines scsisc cc e's a ae 159 
Oa elle ville: ck amoecceie clare. susl shale 158 
OHI CLOT acy ae rikec oie taal 153 
PMO VOUCY vs: ev eainies = ainysieenle 150 
GIST EGA tony spekehilenan vo oy AH em ROO 145 
SOA OTG WLAN soe eiiy oe sees s 138 
BU ACIRUSTOR .taeise shige clio e Hah ey 108 
Bee harlowLeLOwaladaas cra clelsecss 104 
SZ) RAWSON] Ss eo peisareis ais 9 +5 TE 
11,495 


Total T.1’s 


000 
Montreal—City.......... 433 
Toronto—City........... 397 
VaAnNCOUViCLAYo oe wim eaieres 206 
Winn pec nur in Wels bere ate s 172 
Cita was iuueh emirate 124 
FLA ALCOT as Sera veh ecsieies eee 120 
UB DECRH: SH Bal hae ds hed 98 
Lite RC CUA HS RL NOE). 88 
Toronto NOdeen) Pewee 85 
Wan cdsOor sing eA re 7h) 
Montreal No. 2.........-. 70 
TONG OMG ene ae aa tats 70 
rh (ae idee alae Gd UN 70 
FOS MA Pid sa tea iain sthaaes 61 
Edmonton ep oust 60 
Kitehener wien orca: 59 
ShuCathariness\ nueas sous 59 
Saint JO Dw aerate euinders ess 54 
MiehOTiAt eyes erro oaiesty 50 
SC DUr Vi jiiaueee at eae ss 50 
Kirkland Lake........... 46 
COLO WIA ease te waiarete oars 39 
Bellevalles vane Can Gone 37 
i Novad MRA D EERO OW AMAL NE A ai Sie 37 
Sa skaOOmse mieten e cle sels 34 
HE NESLODS, Vee a lslihiey es 31 
VES V LUNG cia bie n't 28 
Sherbrooke owe anil: ware als 22 
TMPOIS= AW LELES eh vale e acs le 18 
Wampberliomevics. ates tos 17 
Charlottetown acess. 7 
TD AW SOD see eae aie ola eo - 
DTA, 


Total Collections 


000, 000 
Montreal—City..:....... 395 
Toronto—City........... 345 
Wiancouveruwuek oy aes 114 
Ta milton ae ane en 76 
Writ pee hee tre nr 64 
OPA WE Se I a ae 59 
Wan dsorassiin dices 53 
MorontouNos 2 nee ssi 50 
Pondong 7 a ie ea 
Montreal No. 2........... 44 
Katchenersn esac bee 43 
Sti@atharineswe. saris 36 
aT P a Oe Oe en aa Fie 
Cala ry ect itera det 27 
MIGTOLIA aN ae ee arleaae 24 
QHeE DOC sai vail ae wiataraent 23 
Santo Meena helenae: 23 
Bid montomern weneneeter Mit 
Bud bury wale vguiy eicas clears 21 
Kirkland Lake........... 21 
TKelO We teens oe ama 19 
Sherbrooke ae woleeeen 15 
Ponta vWwal kieran en aes 12 
Regina eee ad ale 12 
Bellevalley i aa ene ail 
Kanaston Svs io aan 11 
WT TOI ERAUVICLeS Ie aes oneal 10 
SVANey ys kw baiyee ules 8 
Saskatoon ion wien aoe 6 
Waripbellton secs sae 5 
Charlottetowniiiise.ces 2 
PD aWSOTDN e OUiee) MOR amigas 2 

$1,635 
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EXHIBIT 8 
PROPOSED DISTRICT OFFICE ORGANIZATION i 
CoMPARISON OF RETURNS TO POPULATION AND COLLECTIONS PER RETURN 
eee SS —=$=$~$=~@0. 0NNSSShaeeos“0@waO09=muwuw—0—0@m—aom=? 
} 


Total T.1 Returns Indiv. doll Corp. Coll. 


% ses UMS ee 
District Urban Per T.1 Per T.2 
To Urban | To Total 
Pop. op 0 Ret. Ret. 
% % $ $ 

Charlottetown..........6.sesecee ee eens 23-4 27-4 6-4 200 3,880 
VEVEY Cy eae eR Oem WEE Warde RC BERS, SERA SOLAR 42-3 48-9 20-7 247 11,370 
SSE O SCO kod tes (ce hier Mane wie DUM Ma ea 57-8 32-2 18-6 247 11,370 
COTTE AT OLIN Co il shite 8c se) chal tanh ete BMD ONER, tte eae 38-4 48-8 18-6 229 15,300 
GAT P BOM LOT. slic MiNeiseh eer meee arate aye ai 17-6 31-0 5-5 196 14, 700 
LUE ed OTe T RISE MPU UNSURE 46-3 26-6 12-2 160 12,150 
T TOMS RAV ICT OS oi kL e eee ara Nalin et wala « 58-7 15-6 9-2 357 41,800 
PERE TOE OIC tay sated (sey avetottan ne ba Ws ate Rloay ale alle 51-6 16-9 8-7 330 37,400 
Montreal-—City hin eee ee dans Nh rs 98-6 39-4 38-9 386 47,300 
MEGHELGALINO See ee URE Ren a3, 46-6 25-5 11-9 386 47,300 
CO BPO EU let eae CCL Nabe re eevee ee (ls alates 59-1 39-7 22-8 ant 24,100 
PRA S LOR CHILL fats Meat e ate WIA ia ilcla gsm tds 50-5 56-5 28-5 192 35, 500 
PS OWEVA LIB karen e oinbette ease R elapse Kaiba 49-9 47-4 237 145 21,200 
CDOATONEOT IGM haekislae eee og nieit boi ines 79-2 55-0 43-6 414 33, 400 
OT OUD UN Oe Gate hha ae elara Sle ae to shel 43-8 51-2 22-5 414 33,400 
TE EST nal dh F011 Hoe WERNAE AMOR HBB I Sc MALAI 70-1 49-0 34-3 293 44-900 
FEL ADE: Gol nbn ale ats HAO INGA UAROV PAE ALA ely SBD D2 AO 61-8 59-8 36-8 293 44,300 
PRTEGHOTIO TE ett HOM rangi bol RIAOIR! Oo TU nk ls 2 56-7 35-4 20-1 297 44,400 
I Brsitta cee hee OCR AA NaI ra ark ua Oey AED 57-4 43-5 24-9 309 44,400 
VEE CESOTU Cad Mec Cia a aio eels gunls fatoleaae) Sie iauk 67-3 46-6 31-4 309 44,400 
EPSca SET CLs AGEN ICO Ws she tls es a Rocce eles p epee 35-6 54-1 19-3 331 24, 100 
SG DUP cGy bah alhniuee ine es ae iattlect eta bade 50-0 46:3 23-2 327 23,800 
POET: WH AL ETAT AME Lik tar bebe a etstae winle tae hed 56-4 48-3 27-2 251 13,450 
VGC cular, Ue city a hie Raetael Riayat ole eth e 44-1 53-6 23:"7, 209 12,300 
PT We URI nly Ronan Stee Ri hice 39-2 35-2 13-8 166 3,360 
Saskatoon ye PA weie wut stun eats mire emule a 26-8 28-0 7:5 146 2,770 
Crea Lear rare Nel Umer whalowein at aeals ee uarehal 48-9 42-5 20-8 253 9,800 
ADC TNGHUOT ue LN DOS Aaea alata As 30-5 41-9 12-8 269 5, 850 
PLS TAER Me in he CUT he Dar A DD At SS LR 34:6 72-5 26-8 331 12,100 
MR TOOEIVIEL fei! Uidaighe eras Miner ae iaaiaNe Witte Wis 64-2 62-8 40-4 331 12,100 
jE aie <2 BUR OAL LOU SEAM POU EL LARC I 41-7 89-8 32-9 331 12,100 
PROTATNCOAINTA DIA Ht gmaunaia manu air eemtele Meals 54-4 43-4 23-6 318 26, 500 


nn nnn ee ee EEE EE EEE EE nsEISS En SSIS SSIES SISSIES SEINE nENNSS SNS 


P.E. Island— 
Gharlottetowis.womce eee woe el 


Nova Scotia— 
ELAS Res cr aaa Pee ar gh SOA daa cone 


Sydney. 


New Brunswick— 
UNO eet caper eiaieverereeee pastes ete 


Quebec— 


, Montreal (Greater):............+::. 
Quebec.. 
COMICOUTLIAT Sa Cod isles eae 
TROIS VACTOS 3.5 we lsrslasiaevedotssrs ok etel 
Shawaniean Lalls ji. 96 oie gals 
HEL MPOOK Gans ias «ster atlas vensiea hess 
Si Pe yacinthe.. 6 ah. ctdenim ele» ave he 
Sruean-lbervilles. weaeub sey. 
relent) a Se erunta aie stages we 3 
Saye sek 


"Bay SN Postal PALMDOC A. TAC ea nN ana er 
Peter OLOUe asta awh cee s ole i 9 eure wins 


Sudbury 


SOMES PCMAG Ui ot sile Doig olay siehn se 


North B 


| Sigauneu bots PRCA IATE & ehniCeR eae eRaCeC oD eI 
TEC gel tel Roy ares Gal fs Wi ok) Sam ea IRN ali a ar 

(not incorp.). 
Toronto. 


Oshawa. 


LOT ee oe eure etese ate bai 
BEA TOLG Sew Ae ee iah orton te 


St. Cath 
Niagara 


UE MENOT seer sical hake Aah mta Selb phe 
Guelph.. 


@iiathariet cs ee tes act eed 
Monta TAS TOs cee see las eae 
POL TPA MUL Cade Romeo mute ava itelan 


Manitoba— 


Gibb beth afer eee ara eh arg Ge gre ene 
SHoBOnitace sls ck chs ce bier one ease 


Brandon 


Saskatchewan— 
Rar LITA koe Cysleon a6 cee nn ener erro 
MIM OSORTR Wong eee trenches Stammantke s 
Sea DOC. Hest te eta ee a 


Alberta— 


Calgary. 


\ TAXATION 


CITIES OVER 15,000 POPULATION 


(including Provincial Capitals—Charlottetown and Fredericton) 


With distance from Present and Proposed District Office 


City 


bec 670. «6! Bel dle ole) H/16) 6H Ohe One (aed) 0 ae) 2, 


pies, ele et.6) acle: e} Sie) ele Oe Te) O16 8 ehie) Cane it. « 


biel wel (oid, 10) 0. © alle, elle) cuisiiens) elon eley es. (6 


Sebel due eS whetele st ole! ULsis (eed U0 id, fe 


ia (oo ol's fa lepieeal OO ‘elect (6.0, 6) mise) 6) #08 2. 


rN eke tei ie sek of Se ARs a 


See Tatlevistany, odania! oe) ley§ She ie) 1 eee) 6) -s: je 


dive ards, ere Filatiehie, O0) ONecee rale/iai,e! =) 6) 's cei, 0 


PET CS oer ase beers epi ass 


lease rete iene eae Rate ra sbi. 


Fipie @) ooh de, .e she eqs sie orip. diate @) ¢ 16 (81 50,» 


Ct Pie ev a oe © le die 6 0 Wb eo 6616.0 0) 6 0 


50346—5 


Population 


Ef rata 


14,821 


70, 488 
28, 305 
25, 147 


51,741 
22,762 
10, 062 


1,101,428 
150,757 
16,040 
53, 968 
22,607 
35, 965 
17,798 
17,100 
17, 052 
32,947 


154,951 
30,126 


15,710 
25,350 
32, 203 
25,794 
15, 599 
28,790 
20, 000 


720,871 
26,813 
166, 337 
31,948 
30,275 
20, 589 
35, 657 
15,346 
23,273 
17,028 
78, 264 
17,132 
18,734 
105,311 
17,369 
30,585 
24,426 


221,960 
18,157 
17,383 


58, 245 
20,753 
43, 027 


88, 904 
93,817 


Present 

Dist. Off. Dist. 
Charlottetown. 2.|.o50.0.. 
Halifax. Feu sole ae 
His lifaxen iit. amu 263 
elevlitames eee 276 
Saint wobnee tenia 
Saint Joon. ears 96 
Saint John. yee en 68 
Montreal) soe ia de sa 
QUebEEs.vencins aut ate wena 
CUE De es! ken: 140 
Montrealiwiernac cer 88 
Montrealiie.n.ick 105 
Montreal sectors cs 96 
Montrealass ase eo: 44 
Montreal minnie: 26 
Montrea lisse. 40 
(VG Wee ae Tae al encanta 
OCEAN erase alee ae 
FRING SCONE aki kes ie fides o becals 
Bellévallesy caw. oa apa: 
Belleville wih oee 65 
COE teanveyatiason seiaiide aah 
Optaiwale MytecuUrenhy 510 
Ottawa cues 248 
OtbaWwaAG oe stata 508 
Ottawa wey sens 419 
TRORON COR ee ie oe eT AeOR as 
WOrOntOw one oe 34 
ATA DOs Wee a erro eae etd al 
Hamilton, ./..... 25 
Eames oe 35 
lama tonite 48 
amalitones enc: 36 
pbainan toner cose 25 
Tamm pom Won 29 
WonGonsernynetah 40 
MONG On eee lees taeetaaa 
Mondon eek: 18 
Gondontvas evant 59 
Hondontreraer ve 112 
Londoners: 64 
EEC AW alliemae saute ai daten ce 
Ft. William...... 4 
NV EIT TINGRS Saini moerees Lue bral Ga cats 
Winntner brea Pe hake svete 
Winnipeg)... 3. 133 
FOP INA wee iies at cae ice 
Reena. nig ee hie ak, 4] 
Saskatoonecn a duiece lace mestias 
CRIPRE VI rots Mohs, oma 
Laishaavevauterts OMe ne Av tcnard mie 
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EXHIBIT 9 
New 
Dist. Off. Dist 
Charlottetown cs (Wig ee 
Halifaxeahy fe aareie beens om 
Sydney. uta Wc aR ies 
Sydney ieadun aia 13 
Saint: JOM iin ol. odie toes 
Saint JON eek 96 
Saint John. ....)..8 68 
Montreal—City...]........ 
Muebece iin cacie spe aecee 
Quebeem us Sees 140 
TP rois-REVICrCS eu alos oe ae 
|Trois-Riviéres:... 17 
Sherbrookew ue sepon nae 
Montreal No. 2... 44. 
Montreal No. 2... 26 
Montreal No. 2... 40 
CELA Wa Ric anc okee baeneeen ae 
OPW ee ls | eae 
Kingston (Or 7 no hae ae 
Belleville). (51) 
Belleville: racer ee ies 
Bellevilleteesun 65 
Sudbury 2s bashes ere 
Sudbury ives 183 
Sud bury<s sacar 79 
Kirkland Lake... 99 
Kikriand bake soe niy 
TOTO GO eels ae eae 
Toronto No. 2.... 34 


Hamilton aol eae 


Hamilton cae eue 25 
Si Oatharinesir. igen 
St. Catharines... .} 14 
KA CHSMSR it eee ae oa 
Kitchener........ 11 
Kitchener........ 15 
Kitchener........ 57 
TOM Om hes ee eee 
onGdon wow anaes 18 
Ondony yuna 59 
Wai Sot a. 0 La ts Si ra 
Wind Sor ss) nee ee 47 
EC WL ta cree bere aa 
Rta wilhame sic 4 
Winnipeg disci = iielenw eae 
Winnipes y +i Yoneda 
Winmiper wie wa panes 133 
Regina ya vch wT eana eae eas 
Reeinga:: werk eae se 4] 
Saskatoon i seme lien wide 
Caleariyil Gcceen, Welw sain ome 
PidMonteney,.s hed wane 


~ 
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EXHIBIT 9 


CITIES OVER 15,000 POPULATION—Cone. 
(including Provincial Capitals—Charlottetown and Fredericton) ‘ 


With distance from Present and Proposed District Office 


ee eeeeeeeeeeeaeaggaa0$—™$—@$™$@80NNNBaaaBBGGaw>ay»>»_Im—m ~ 


Present New 
City Population - Dist. Off. Dist. Dist. Off. Dist. 
British Columbia— 
Wie NCOUVIER Looe lee ete a veralig nah satan 975, 353. FV ancouver. 60. te Pee Vancouverss: 2 Gian ees 
New Westminsters).). cece eee. a 21,967 | Vancouver........ 13 | Vancouver........ 13 
VICE OLIR ee el antes Wet eneRe satelite Riek 44,068 | Vancouver........ 72.\ Victorian) ai acte eee 


EXHIBIT 9 
SUMMARY OF CITIES BY DISTANCE 
Present Proposed 
Cities 200 miles OF TOTS 78 OE A EOS Ne STEIN a a aha evict Co 7 0 
Cree 1 OO WITIES HOT TORE fi ee ee RT a ee aos azar 11 3 
Cities SO Miles ODANTSO fey. Pk ON Ee Ge Goris Cake oaeineraie 19 9 
MEd tree LESSETAT DO WATER cas. / Gielen aera cee cllcd tans isc anh traveled exe detente inl 35 45 


of SAN GR EG > | ONO SP RC ANAT eh CAND CL RRA 3 ea MREE AoA YA fe 54 54 
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TAXATION 


‘aBBOTIUI O10Z YJIM ATJUeNbesuoo—ooTYQ) JO4SIC, OY} 4B Po}BOOT OQ 0} PolopTsuood Aj[e.1eue 
*pozBoO] SI VOUFO 4OIAySTIp YOIYM UT AJuNod oy} St AquNoD soyZo JoLIysSIq 


3 ore AQUNOD BOYFO JOIIYSIC, OY} UIYIIM WoO SUIN}EY 
‘QOWJO JOLLYSIP O} OUTpATe ayeUITxoidde a1 SeoueIsIq] —SALO N 


Ss Se a a 


9L LOT ¥G &F 000 ‘89h ‘F9 000‘SS2‘9TT | TE OF $90 ‘LFS Peo ‘F60'T | O9T'ZIL'S | (HORNA "OXA) Bpeusy [BIOL 
L&T 6FT 1? 89 000 Sak ‘aI 000 ‘ZIT ‘0z 0€ OF 31S ‘88 €86 ‘PET G9¢ S6G == a "tere serquainyor) YSTytEe 
60T 60T oF OF 000 ‘700 ‘9 000 ‘400 “9 (G4 Gi 16 ‘FS 116 ‘FS Ch RG Lea ee ee sees BU TOQT WY 
¥6 46 LS Lg 000 ‘998 ‘¢ 000 ‘998 ‘¢ 09 09 000 ‘LS 000 ‘2S EG 70s ee es UBMOTOPVYSBS 
(eal Gol OF OF 000 ‘796 ‘9 000 ‘496 “9 €& e€ 98T ‘29 98T ‘L¢ QOGE C2 la a ee BqQopIUB 
9¢ SOT LT i 000 ‘S6¢ ‘0Z 000 ‘20 ‘FS I &P 691 ‘G9 PSI ‘PIS 609" OS EAL =a pas eee Pee O1rezUO 
Tg 69 IT LT 000 ‘€ZT ‘2 000 ‘E1€ ‘TT 6G GS OF8 ‘OFT 1€8 “9T C1067 ee ee **oaqend 
LL 96 I? 9g 000 ‘Eh¢‘Z 000 ‘29 ‘¢ eg 8g 260 ‘SS 102 ‘98 Shh 00> ese eee **  yormsunig, MON 
LL Sol I 08 000 ‘829 ‘¢ 000 ‘808 *6 OF €9 F9L ‘OF SEL ‘SL 960200 Sal ee eee BIJOOS VAON 
OF OF 8T 8 000 ‘OZT 000 ‘OZT SP GP 000‘ 000 ‘€ 119-95 Se “* pues] prsapy sould 
so | Se | SOT «| SOTHW % % : 
pesodoig | jueserg | pesodoig | Juoseig posodoig queseig |pesodoig | jueserg | posodoig quosolg 
4yuno0dg'O'C eptsino SLL T22O.L VvIBO PUISICE Woy A4un0D'O'C episynog| AJunoD soo 7 M4sIq ee an UoTsoY [BIOULACLA 


SLL esBolf OsBIOAY| od¥oT IT OSvIOAY esBvoTIJ{ X SUINJOY T-L suinjey T-L epising suinzorY T-L 


me ee eoooooooooooooooouem=———0,000—C— OS O—a—X<F[[VVO——oaxs—'> 
AOWAO LOIUNLSIG WOU AONVLSIG AG SNUNLAY IL &6l JO SISA'IVNV 
Ot LICIH Xa 
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4 EXHIBIT 11 
COMPARISON OF SIX LARGEST DISTRICTS IN COLLECTIONS AND RETURNS 


PRESENT AND PROPOSED COLLECTIONS 


District Present % District Proposed % 
[eeViontredlvecks wens 460, 942,902.85 28:2 || Montreal-City......... $394, 630, 903 24-1 
PIU GLONLO NG gon ibaa 395, 532, 620.53 DAT QM TE OTONCOAE TGS face Wn as ak ' 344, 768, 621 21>d 
Oe Vancouvers.Ge yoo. 3% 156, 984, 798.52 0-61} “Vi anCOWVers naan fa, hs ce 113, 753, 799 7-0 
AUREIOINWLOD fang Sita 142, 202,740.17 SSSaV MIM Meh aatll be(apa\e ) aa any eee tie 75, 890, 740 4-6 
PMONEG ONG OD ees eae eine one 114, 795, 233.32 FOU WAN nIDeR matte acre oo 64, 149, 085 3-9 
PUHCRDGR WEL ec icio saab awe 102, 963, 025.45 6-3 Ottawa ates net gee 59,078, 998 3-6 

$1, 373, 421, 320.84 84-0 $1, 052, 272, 146 64-3 

Tota COLGCEIONS LON! Se ANAGH Ly dachs aes ie bis elic kereeLan eo iee yiae ene hs ve ee $1, 635, 494, 705 

T.1 ReTuRNS 

District Present % District Proposed % 
dee Montes 0 a eee, 534, 650 19-7 || Montreal-City......... 432,925 15-9 
PER OTONGO 00s uti lferenale! oth 483, 295 IW Be Doronte-Cinyer ack. ces 396, 681 14-6 
Bu) VABCOUVER «ciel... fx): 296, 563 10-9 i) Vancouver. 2. \iawcs ca. 206, 381 7-6 
MOPED EU AI wre ioe tore bis ce eels 224, 507 8:3 1 Winnipeg. took eas 172,366 6-3 
ALCON yy eure moot 220, 102 SEL Ottawa aaa 123, 605 4-5 
GuIWinnipes (s'il elias 172, 366 673° (WHamiltensjuswe pee ook 119,798 4-4 

1,931, 483 71-1 1,451,756 53-4 

‘TotalsEel Returns forlanada alse okey ee eee aath tia een ein eae eee 2,717,160 

EXHIBIT 12 

STAFF—PRESENT ORGANIZATION 
Total 
District Noe Annual 
Salaries 

REVATIO E LECO WTI Ghee lo /al FNS Glee ae RR RP IY SIN 2 ea cr ey Re Eee wee TRON CIEY 8 30 $ 48,600 
LAUT DEL RN ieee dn MeL tec lue k DULU Sie LAC oaks FAVS SOM ret Rael sod es ee ad 250 285, 798 
SPCC Ty aN fo) 641 ey ae a OAL ae EUR A APO UID Aira. a OR MER EE ie ia te Bae reas he i TRA SN Na 2 192 188, 006 
Si Wolo L st eau CPOE MMMM CMBR IE ATA ARI AAI PRR ER ASaN ARS OREM ANG BIS ye) CAN de Gat a 202 259,038 
IVAN TAEAT EAN hs OSs Soh ssh haa eee es OBR GEO RTOS SOWA (aR Fa cle ek ee EUR CAN gh 1, 258 1, 680, 446 
VATE MOL NM, eae aE ENN REA AON ti MMPI eine i MMR CHL AC OMS. A ay Tr BE Wok Bie lana 629 704, 147 
(OG Boe (21 10) SO Ie NRL Ae a RMI a TO RIE et aaah aL MIS ANUS AA) Smtr Ae RACY oe 49 65, 936 
| Veil re ig BL aapeh NOM ety OM Fa RORY ERS UAT Ce Pa e Mi8 lap Uy ROAR a Rell Sete as Ieee fs 71 91,811 
HE ORORLO Mee Fae oe cs el GREASE Oe OVE E ulsle hape Latah alae RUSE APM OMEGA, cre 982 1,395, 694 
Joa at hh ath ORaMh SLT ea AG MMOD Acie Cely ADEA MIME Fee UT Al AAS feat fh ea (Ysf BVA Uap RSE A ad ab, 533 688, 173 
BESSY Fisk DaAL OR Aer PAT, AE oe Se QS AOR ON Lou Ate sah and MAA Beat Ee 301 398, 225 
OPW MIVA TINS ice cia dstinss DV ahasen: HV alti Sa oh dae A US Pai Cn SI abe batt At dS 61 69, 457 
NU ETUOR hG h SUNGetUN) Ae ok ait Balen enn gen CMR MEAN, (cial aii ety Olen Antal a ne 2a. co ORE aks 331 495, 650 
PREVA abe tur ac! Cato dials vs Cooter ETN Nee AIG MA ae Mea ESR Ra Bite tiara Paes 123 139, 925 
Rar ea E OCT L das ahs. Gio sta cs Tuten her Cages PRR ORS Re cd ea OL ca Ate PEPIN ETN cit fel Rav 84 |} 109, 336 
LES EN ve 4 ROR AL AO PONE SORT MEER, iota aw iaes Vere cums tripe! Ad. cee bP Hag 8 a 1G ile 159 217,053 
LU Rata) cite sa tURALUPRTAN tO ON MLE AN MIE ALI Syn ne, CON een aa i Dumont |e tcwgt you KQir WRC ANG Poet Soa 100 134, 991 
PVA GOEV ISL Ni oie Hates oh 8 eI Ra Ria) COLT URN Re ER ARR MOU MR DN RE om Cs 605 765, 807 
DP SO ale OK UI Kerth ea TUNe i Ge Maa ee Brera RU eas sel et Ae cc Pad ac VOR OPO A ou ar eS IR is 4 11,880 
WTA PCO: dois WD, cilia Mice ethan jan h ohemon LAU PARI ADe MIU SOUNDS Reagalle ie St Ah Thee 467 851, 380 


6,421 $8, 591, 353 


Notrre—Salaries do not include cost-of-living bonus which would amount to $950,664. 


TAXATION 161 


EXHIBIT 138 
STAFF—PROPOSED ORGANIZATION 


Total 
District Annual 

Salaries 
Me ea eee Ne Pe ee 
GORA OL TOTO WI se Se ee a eee ee LEE brig heben 046) oe hela e am gdb olsialore bat ofeie nia, $ 49,140 
12 ARE De ae) Ae OM a ag OND Wien Ny 2) ak ee CRE AS I Coenen on ey eT oe 297, 030 
SB VAA TVR aN celca vee tod yetbas enemeeM ets tm elm, sagt lagen = fb. a is favar ones lata einai a obat piRyela sr 106, 830 
BRET Or LOAD Sheek ae ere LS hae es ye Wp ARs eum lam Hak olla gue aap Mn aT eles NY 208,410 
REET POCLIEOM, caacghale oe oie rere ee eae ie 9010s levesee gj ciel inte ag WhateN RO WaelnleleT as 7m wai ea hg 84, 030 
MD ECs cela de REED PR ae Cote ane take the k alayatns We We o eb aig BIN ara nel ancl aden 268, 260 
BE eT TUT OY OSS ON SATs eMac coabemiriahelints Neate Gla: ode et joyipehe se a Mrtahe elie sas ol aise 85, 440 
LUV Se Aalete | POUBEME PERU ieee lye Sis AU Ls anna NEO PS REN CUAL SUPRA IL Ore Se a Ne ert te 99, 420 
nah ERTS SWRA reese EL A Pa RE TMA AD HE SRO ea aN AU CARS GO REI 1,799, 430 
PRCT ETAT n ee ee Rat ae oR) A Aerials: ate crores lal med she alin neta alah ots faalorn euiaa i alaymeg pee 807,510 
TUN eee an I tele ROE Gat Ste) Rtn tat lc baWay eee mn nbs Pyke tine, ORNs aoa! aha da! Wl pe 474, 980 
Pe PSCOIN BS lari, Cite mane Peale cine aaa wale al a 4 ain bmg ie: acpilaly aay emo idhal te + 118, 680 
8 Sy Ps ae Re gale 907A ea lp chine at Mis NL pa aie ae gst tS TRS nC ae oC Cg te 140, 370 
PET COOLEY. ak. oc oe hath OE NIU Ske Selo re eae g akg ae Sale: ie alggas Lola's as apg 1, 726, 320 
Mey g Sey IN ap ne Bee I Gea gray Sk ie AR enh nM ares orn a ea Nd 358, 450 
ea CC ie a ee I ee Te GORA GUS ise Mail. ole IN s Mugiey ae eR a) atonal tie a a ela al 428,070 
Pe UL reae TS (eee eile eT Ace cae rh ve see ehacie eee eae Lwthicl aia etete tal shally silel oles! WPbi (sre) ays 229, 440 
RCS TROT ES ie trae ce caer a tae ele eel Chale real COU A pl a glade aaa 246, 840 
Reet OT cs sd ate era Net rapid ae Ma noe ae wg relae pr aln ey Nein ge syen@ eles meray 290, 790 
‘iste va Tey OMe aye Mens egy OUR REN ook Te tan MOLE DE CEN Fst Catan DUR eo ea Mcp eae Pig oe PU 308, 830 
aed CE PA NS ke cece ae aene o nlees ee teaiauaae 1 aleve get nta/tisee © Matra tape Bieue\ so) ss «ya! Bie 162,900 
Bet OT yee sis by a tacse slate eine 6 Lier pacaeetbe mals, 6, Sinister asia aS bia -syuatalin)Suele es, sun a) 174, 930 
ee OUT RUT TUN re aes Cee elect asec rata a RAE heer EGY: § ott.di al Sisial siiefolinn #lah whe Eco: 4h sh a ok 140, 850 
WETS IIETIOCIE Yh hie an Malte s wicse ese Nig ote ogale SIRE cla come Nt \Sihlls olny p ea bosb Miah Zane 636, 900 
MEO UN Aaa), ee elite 5 shstecatiw a's biased a etononeeiig Mele agen este alin acain it’s nual Mirae 228,150 
Brey FESR LED eee es nay Sie esis Lee een og MP CLES MET ALS ape ly byte eneia aa AN as fallvcas Sasha (ah 157,380 
(OVP hap ny Oaisr gh se ih) Pua tga nnRy GA Ins ania cent aca cS Ucn ge keen eRe cea ty 285, 960 
RON EOE ee, a aie ha ciel eid alctet Mob abakehss epeteia’ahvialatelelatala'alel/ihal of daha AUR Ghee sh 237, 780 
OR ea eek REM ae ihe INL) ag ateele Tol are loin sare: Mah aidialialens sfeiaig ele 158, 430 
EEN ATEST CC (eM easel Aik esha cess wast Goicein Meee ttneris Vavlera ayo: a tala uinlannih at stay fie! avaltiaile Vane 806, 810 
A TIS Hise: cat Ge aaa ban OTe beret Con C ny our Ain De ay aM ee SARARECE ACSA ae AC 190, 620 
ihe Ree orl tes WPS AR ca HGS hg WAS tutnes SNA ene M eae ohh dtapie «wit a) aot Wc aiata, e FIR Gi aale ol 12, 036 
ere ACS ee EN ee NSS, grag al Tie BG eke ee RRM er ay idle leo saat a! fle Mla o/s he 1, 128, 060 

$11, 949, 076 


Norz.—Salaries do not include cost-of-living bonus which would amount to approximately $1,322,200. 


SPECIAL COMMITTEE 


OFFICE SPACE 


PRESENT District OrricE ORGANIZATION 


‘EXHIBIT 14 


Seen eee nv DN 


Present 


Present 
authorized 
establish. 


person 
for 
authorized 
establish. 


Area req. 
for 
authorized 
estab. at 
100 sq. ft. 
per pers. 


142, 500 
66, 100 
5, 600 
7,600 


112, 800 
59, 600 
42,000 

8, 300 


37, 200 
17, 200 
12,000 


Surplus 


Heer eee ee ee eee cere a ee accra acre cree aa ol Ecru ncaa REPRE EA] CGRIATSVRIRSGARINNGARCP IER (CLES TESTS TRCN GND 


RA OnPoint tre RE | Ea L e ee eee e nea er ae ee ON a oer ener rer ag coal (een are mame mina twa NET TS 


162 
Present ceca 
area A 
District in hari 

sq. ft Mar. 31, 
Charlottetown....... 4,000 30 
Patiias REN ss 12, 500 250 
Saint John. oye ck as 8, 500 152 
Muehec! i velcmidy swiss 20,000 202 
Mrontreal yi ee ake ws 82,000 1,258 
COEEAW AG oi wie cea Ries 50,000 629 
Banestons io. eee sey 6, 000 49 
Bellovillew ees 8,500 71 
THoronto! ey Mw ay 75,000 982 
Haraiitone0uy jae 40,850 Doo 
BORGO cieci aw cane. 27,430 331 
Fort William........ 6, 000 61 
Wimsa per cid aie os 21,000 331 
ceria Ye ii eine Msiete 14,000 123 
Saskatoone.s. 0.1) «23. 7,000 84 
CAIDA Y Wilds hla § 18,700 159 
Bamonton. fs.) 60s 8,500 100 
Vancouver.......... 33, 000 605 
1D rekyiic Os Wake a Aa cee 625 4 
Total District....... 443, 605 5, 954 


693, 100 


SA AN AR SO co NTE nv RON scanned uot sets MOOT ENT SES 


otal Surpltis: ie Meta iy Mie AU as ea a el Usain Wher aya ola Wea st 
Hertel (Dee te i Ae Ce aia reales ck ata e oeete ecaiee a CUAL eam Os rete ele tae 


2,225 
251,720 
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EXHIBIT 15 
OFFICE SPACE 


Proposed District OrricE ORGANIZATION 


NN ———————— EEE EEE Ln DE 


Area Additonal 


Proposed | required Present 
District establish. at 100 area abe i d 
sq. ft. net ron at 
ied A Lae cE ON ECS a Ny 200712) ATT RS rote i ipa hE 
ROT EVO EEEEO WT st aks cas AR eer dire 5) Shanta inet lini lle 34 3, 400 4,000 — 600 
TE pe Sar etieealt TRRED) ics ee ys COA RARE Mp ea Oe ero eg 197 19,700 12,500 7,200 
SUNG Cacia as Ao ebhe sense Un RDU lot ye upne eta 73 TBO Hae Geen aod 7,300 
SCE TN PE Ec SUN A VM ar DEE RTL 140 14,000 8,500 5,500 
Gara peso. oc 5 SG cle vty al i eenstay amok 1) er 75 sea Uy eae NR AI SRS A 5,700 
TTS Gels tcccduteid algre's aehtwaiel a Rtatn gmoney) sietn whan altho rd 190 19,000 20, 000 — 1,000 
RE HLS SER TNT TOPOS sc rs Ae eg Reatals Cael eee ae alee al lopereicsliatn alee is 60 PEE Ui ACM tiie Di TA 5,000 
eT ETO Kooi s wk heh tec GT Ee ota: ws PR a, dole ua lier 3 69 GA 900 ie cy cee 6,900 
Montreal City... ......4.. Prete MaRS. Wat cas liigae die etal a 1,147 114,700 82,000 32,700 
SEBS EEE TNO ar cal Pkt Ine tas ciouna hc ingintey ele oe ya tse 211 OT a POD Lith Woeetehas: 21,100 
GAA TOA a Co oe oct eee AR MERE Ueto. Ea Auster GAL U Mats el stay te Wistsye; 33, 300 50, 000 — 16,700 
SG TORT Petey AeA ER UR Rca Ret ea Coes Minit MSS aa 81 8,100 6, 000 2,100 
TEE CAS PU Ee REDE RSENS 2 IT Na RI ASI ea ae PRS 96 9, 600 8,500 1,100 
Fs ta a CWE 1h DAMN BOT 8 TE We NN GDS ae gS as Ra Ney ere ar 1,093 109,300 75,000 34,300 
BENS VOLECH INGOT icc ah) rereiielg Blc aera eeato las ston bMecaltedes mata dus tos te 245 QA SOO Mss ee eta 24,500 
LTT TRCOTN reas k a Rae a Saat lan on edetoian ay Nats aust shane) Ghedtisits 293 29,300 40, 850 — 11,550 
Pe ETT INOGS | (elie cia Morale VARMA eee uae akg ieee hae te ys 160 16: 000 HeLa a 16,000 
BEAGLE TE OT Oe oF eae Ae NUaES ROLE aNd crak cha ee tel els oeeratele Romans 2:5 We LE SOR FE ea a eh neta 17,300 
oie bg ae a aad OPA th A a ON 200 20,000 27,430 — 7,430 
I GGL ESTO 21s in aN Oia na kale hal aac 9 cy cralltch LN ele lau SEAN'S 214 SL AOO eas ea ee 21,400 
Perret ict Ti RO le te Ak OA hg eat ciate tale halt 115 AE OO Bets lena aan 11,500 
REIT teat «ss Sine bya aimee a steele Jato ¢a/s%e With gr hermeaiat ais 124 LF 400 He a On 12,400 
EPEC WY LULERRTEY CPO ter is eek Staves, DNS COE Tate la euch ont 97 9,700 6,000 3,700 
WNIT GD oa cc) uidite Liars slaie') ainig a ahar a pants ltiavatete at 413 41,300 21,000 20,300 
RESET vy ogi LMAO CADE eR a eA CREW! SEMA 153 15,300 14,000 1,300 
eae es ICT Ne he os ene real rer tla SUS ik Nee lee tala aap aR 103 10,300 7,000 3,300 
RT Py ee theccig kee series iia aM nie ar Arn AP EL, ihe wa eats 187 18,700 18; TOO Week eae § 
Edmonton mitee') 2 Tian cate (eae Ree Tt). Ae eg SE an 156 15,600 8,500 7,100 
UAC PAC VOT ce TT a ah OUR a Na Goliad chro Puan eaphiely Loan a ts lets 106 A 0 a 10, 600 
TORE OL errs k Oia ru OC soar tl as iba lle feta vatl oer whey anebely 533 53, 500 33,000 20,300 
DOO E dor Glade QUE Oe han OPN! Aptana SOCKS ARS aL ALMA Een cis RG 130 1S O0GAiinneu ines 13,000 
1B) see ha) eye DONE area abr aS UR eet aa Re cA 4 400 625 — 225 
A eytaly PUISURICES. eae See ok ea ei fials ei aia aie aden aa ore 7,187 718, 700 443,605 
SoD gD SoA Oa a oc Occ pas AeA DOOM AOR A NN, oI OG CEAM ne lone eatoa tuo vee eR 
- PORE SEU it bis okse Siac ts cher SU Nligp a ae RiP e ata e labi ie nial nl et wl 37,505 
PEATE CECE Ue ee ele he cand aU ema etat eed ana tes hioral eh atias tases atatl a! lthspr Wa 312, 600 


164 SPECIAL COMMITTEE 
: EXHIBIT 16 
PROPOSED DISTRICT OFFICE ORGANIZATION DATA 


DETAILED STATISTICS OF ALL DISTRICTS 


CHARLOTTETOWN DISTRICT OFFICE 
1. Territory (area: P.E.I.—2,184 sq. miles; Madeleine Isl.—102 sq. miles. Total: 2,286 sq. miles) 


Population 1943 Tax Returns 
Counties fhe NA ATT Rs sala SE Co AG alk 
Rural Urban Total TM tig? T.4 
EGE YZ GO SMe NE AV ES 16, 763 2 Gog 19,415 
rings en owt een 27, 623 6, 867 34, 490 (data not obtained 
by counties) 
COUGRNS I cen ae else 4 26, 321 14,821 41,142 
Totally Linge. 70, 707 24, 340 95, 047 6, 647 Dit 779 
Madeleine Isl........... 8 O40 ea ers, Pas 8,940 nil nil nil 
PERL O CANIN Re Gea 79, 647 24, 340 103, 987 6, 647 233 779 


2. Estimatep CoLLECTIONS— ) 
JEsvebnicto en veN opium Wns tain ae N a Manan enn I A ataSiuen ADI Be Ee WCRI TaN Dk $1,328, 792 


CVOEDOTAGLONS Ah setae no a eee Mat ose ell ocertse Ep Va May Ms oF SN ISS TE OI en a8 aa 905, 247 
SuGe HP iwbtes ae e LAN, Muah RL Reena ile i Chie Ine eae alee ae RET OUR one EA Aa A 40, 843 
$2, 274, 882 
3. Masor Cities anp TowNns— Distance by Railway from 
Charlottetown Saint John Halifax 
COHATLOLESOO WH. aie ce othe Loan ease Tateba 14, 821 - 216 239 
SULTMETSIE Sli oy setae LU arehcH ene NLR Wet oe ewer al 5, 034 47 203 226 


ESTABLISHMENT OF PROPOSED CHARLOTTETOWN OFFICE 


UIE os 78 6) ea UAT UMM UR SIS Al a Se LRU Bn Ea CET E Le hele oS AAP Shae SU ate cst ok Une eee 1 
PROG TIN TIEN Gate ee MUL UR ROCESS ll RISA a nem te Sng aA Clerk Graded ie een 2. SO Pere eee 1 
Clerk Graderlews th oa: Akt a. 2k nae ene 1 
Stenos Grade liege ae site ache ene 1 
CASHIERS OEPARTMENT. so lchvssidla coe Lee wan eres ineeeine Glerk Grade LITs os. .'sC. cee en opts owe cee 1 
Typist (Gradephs oe cco tick Cohan eee 1 
ASSESSING— 
(OL TSS UE AU RPL UME AMEE TORE nar came Dy tea We he HI. Assessor Grade Lil aay. cancun eee i 
OTORLLONE LF ha Lee RalGEeE hoes ols oaee RNS WA'SS5ESSOL CaTAU ORE Lars (0. Gab oe deco teenne te Acorn 1 
Clerk Grader kVin Sue 2s pose oan eee 1 
Steno.—Dypist Grade lic. 7. iste e 
Individual— | : 
IB tae Tor, Meuse cere iia ible) cele Gaede aS 1 Pere: Assessor. Grade Livi. Heine sehen artes 1 
Assessor: Grades Liisi eee oy Glan ionamin a 
Clerk Grade LVisis 2 horus tn wieete ner mak Rat LY 3 
Stend. Grade) Bote wick olay means eae 1 
wh) aa Ae: Va geap a ees RE Re Sky eae e Une TA tr Clerk: Gradelll Tyas sian ae er eree 1 
Clerk! Grade ice ne otras eee ee eee 2 
ClerkiGrade.Ttivins cis Ain a eee 1 
Steno Grade nD whee hens hae eee a 1 
Steno:.and Typist. Grade Tae. evi 2 
ESTATES AND SUCCESSION DUTIES.............00.0-5- Clerk: Gradend Vieicin set eG rei eee ese 1 
COGEERCTIONS ii aisle ec lalode Laat tal Brey Stepan eee ata avian Smale aes Clerke'Grade Vien ie ein tt ne eee eee 1 
Clerk Graded yee aa ees Scene ene ans 1 
1 
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ESTABLISHMENT OF PROPOSED CHARLOTTETOWN OFFICE—Cone. 


Maimt AND SUPPLIES.......- As ade eaNS hs ak RV Ta ee Kath oid Dg Cl er evGPaAcde Loren Oude tala ie tate mres mune 1 
; My pst TAGE Lailsiaivia «sider o'at We ae dim apala she ates 1 
Pisce! DEDUCTIONS: y 5 id.d.c ackereistelaiaye sie ora e Paden ersten sale vais we Clerk Gerad aE Visi Pose crews eRe ey TA le 1 
Clerks Grade eee ye ae a ee ae 1 
PT ESOL ES che ea ee ere eae sata ta ola, hate rar IRE Np Cleric Grace DW cis cic cluded alecchcaleie s Se oeeanetens 1 
Clerk Grade. Liye CS ail es meee 2 
’ 34 
SUMMARY 

Salary 

Enspectr ings germane oid ote hy ate egies vip de) aad warn ra He aed as 1 $ 3,600 

ABSGRSOr CATACS EELR May icles linea © wedansliehs dyna w/a isla aatvre Sidi atene Nido! al abediaia: we 1 3, 060 

Assessor Grade Limiter sis cine Han tieeie je tea ellove aimee Ca Neale Meee oa a ale ele wile 2 5, 280 

A SSASSOL CATACLOL LE Geen eros eae Bite (dtd etek bla et iste) atelails p's) ele ichs skis MUrinin, go an ei # 1 2,250 

Cer le Corey Ae ce lud Nica Hanke be rolibhaseuclens la Aleteues Riel aye(e Mel eas i 12,390 

Clerk Grade LLL ee oe rials iene a clay ars aaa. iahal ate avhisialae ang aioe 2 3,000 

Clerk, Graded Lien tires cet cdie apis eestnce em ny 2g A nyt si ha ala ays» ho a} 4 4,920 

cri Cree Lee ae er MIMI RU DU ceNe Ay galls wink Reales eR i 6, 090 

Steno, and Typist:Grade LU.) Sos lees ae eet die ele belay a's oie ait as 2 2,460 

Steno. and Typist Grade I........0. 5. ese ec eee eee tens tere reece ees 7 6,090 

34 $49, 140 


HALIFAX DISTRICT OFFICE 


1. Territory (area: 16,768 sq. miles) 


By Clee ast Go aria ane NOONE Doan EINER ue ee en oie 


Population 1943 Tax Returns 
Counties ——— 

Rural Urban Total AS lip | D2, T.4 
sa lt ART BR GRIP FI ee a ere a Te ar URN MICU SNE LTR YT (fs <5 
AMA NOIS tie ta Meae sage Qo/bs cla nets pO ae 14,718 2,974 17,692 1, 862: 27 100 
PAR PIGONISH es Cie kelvl ies, fe eves se se hiore oe 8, 388 25157. 10, 545 664 18 87 
COC HORters sae se oes ek Owe td eee 18,891 11.2383 30, 124 4,231 50 304 
Gamberlatidscgas takes ee dae hoe sea 19, 309 20, 167 39,476 8, 056 47 404 
PDC eee ee ir dade anes cet nj Malek Sean anN 17815 1, 657 19,472 1,993 22 110 
Guysborough in hess Secs vidoe oy stele alee 12, 986 2,475 15,461 818 12 46 
| oe eae Oa Ded Ue Na rte aD RPE RO a 17,691 4,343 22,034 2,198 50 185 
Tsai Sete eel eielicas, die!tg ale alia sue ea 22, 086 6, 834 28, 920 3, 825 58 259 
men DULe Pike sda As os ate GA gag ts ee 25, 616 7,326 32,942 3,989 54 251 
Pre COU ee ee ec oiemrio (tA alae hake ceatans 16,345 24, 444 40,789 11, 656 67 437 

OCT is tole eek bad ee os 8,858 3,170 12, 028 2,163 23 99 
Sel DUITIC esc hee fe heeled, a hice eelag oer 9,675 3,576 13, 251 1,027 17 55 
BY tara GEL he rts sie, eas s ark Da armeate a 13, 298 9,117 22,415 2,320 52 176 
1 SIRE oo eos is eal ges ea nN Pee Peco 41,321 81,335 | 122,656 41,450 493 1,989 
el eee ae aT hee > blsasd. GA he ena Vine Linear ware ig imcinl's & 2,038 9 8 

246,997 | 180,808 | 427,805 88, 290 999 4,510 


PSs pb 1. A ne Me ME RIE ER ec caxrmae crommercare " 


2. ESTIMATED CoLLECTIONS— 


Ti Atlas ue vk Ske oe Se cite aie Duatarater yore + aie galielo aia\erwtan s cuayeliis eaiavelt i$: ace $21, 833, 813 
Cor pOTAtIONS oasis s gol ale hari te heteme ae Geass atgre alain iad <\e'als tiaiacn eunlt ele 4 te as 11, 358, 869 
OCGA LIULLIOS oti. oy Dacia hetea isan eae cust e bs srpes telerneveut amie sipin knit 9 9)¢ 299,371 
$33, 492, 053 
3. Mayor Cities aND TowNs— Distance from 
Halifax 
FLL oa ee ea es tinea Me pe: Pen an Ta yfoh AYizvsl ecm yadec's 70, 488 a 
Pea rrePesht dtc ote burns Chere Ri een af aus SMD Scie ac Ra Ce 10, 847 Ferry 
PFE ee, eRe eect steely Sake Aeize GMb ieganals « yelg ts 10, 272 62 
HR ey TRO RG ee rehab Bee cre UU oittg SUMS ATE age rea ae ie 9 Skee 8, 620 144 
New Glagco ws nr aata ciciela dnt alain cic tell! mim aunginaln pit « cialess 9,210 103 
Bring halls) pet neatmelaialeivas + eet, sei aee apres ine ag ale we ¢ 7,170 128 
Ciba LT az Orne oo ek tases Sh le Samat ie Pasth ois vigatl eupleecatarinle wa eins 5,801 110 
Wiestinci be ei OG poke, sci eeemaheutie ay Rn diz SHLD panies a ith ee 4,115 108 


Vee GUE Hoa ieee ceaeeha a ties aren ae stelatenals interes 923 7,790 212 
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Inspector...... 


Inspector’s Secretary and Staff Record Clerk......... Clorks Grade FV 2 eee, Pes Oe ee saat ass 


Chief Assessor. 


SACU ELVA SSISCETIE Hi iiy Wk tela te rete a livel Eubs Were taua Mane em oaUni Wn RM Nt INGSSESSON | CLA COL IV ieeitici ya ok bal aaa alee ue can 


ACCOUNTING... 


(ORSHIERS | DEPARTMENT) chi coe Caeiarl Ue Umia Mena alae eo Cal Clerk Gradev Evi faa ctne et here eck at eae 


UAC RRCE ar taal ple Glad Boat ct hay MYC lr PR AAPA en eh OE EON IE PR CVYerk Grader LET yey ee ee rel) Sadi elect vee 


ASSESSING— 
Cor poration 


SPECIAL COMMITTEE 


ESTABLISHMENT OF PROPOSED HALIFAX OFFICE 


Glerk Grade EDO, Cry nk eae tee notin era 
Clerk GradeyTecnt stun 20 Salt ite mere ai aha irene 


AY RE RU Oa Ne ED or AN LR TA Sen: aE Assessor: Grade. EV tare wt ae vine ieee 


BC mas MRR CUO ce oa aS SSR Departmental Accountant Gr. I............. 
ClerkiGrade TVs > Ae oben Sotelo eae terere 
Clerks GAA ceuh Lk. iy os oo Sik ety ayaa es eatin he 
Glerk Narada ation oo. aro bey Wie enema ies ees tee 
Clete Granta en so act ire mene PIMP saben 5 8h tn 
Steno. & Typist Grade IT. 22. Vee as Oey 
TN DiS PASTA CORE OUST SO CRM UN ea RT eae Paka ees 


= 
Pwr PPAhDKH NOWPWNRK RE BSB BE BRE eS 


ler kK Grades ewe 20 08). Verein at tee eee 
Glerkss Grader ee eee ea Bann an re tee 
AT yeast Grr ade, Ut s 0 cc Se cally Aun teow oer Wane 


Typist Grade sey) ati ara aen cadet 
Stenov dG bypietarade Lo. yel.. fa eis 


LNFeA) a iael Hn eta: PM UntclPc OR ARATE Way McD ager Oye ait Wag (AGBeSSOr GAG On Vistek Midi enne eiema hen wena 
IN SSOSSOn Cradexl LL ee ie tie enue erant untete ite 
Assessor Grade II.......... A aA: ABE <i 


TOP OGRR EOP OTE ECL Me Oia ean ath a NES OMS MEE) aay Adsessor Grade ML ue ao yok kG kwgiiame eee 


Business & 


Memo. 47... 


INSSOSSOR, GTAGe Ul Nun si lepee Ue tee ecw a 
Assessor (Graders ey te iO ee Re enter ae 
Clerk Grade DV 15 Aten ads cbliteate were 


Prrofessaonel a Werk octal keen! a0 tos waar Assessor Grade Ghr e208 Cong 204 oi ee 
Acsegsori Grace Wien Wi circ seis diciice eemeebei 
Assessor Grrace kien ihe iia) Alu yk eae eeeeaae 
Clerk Grade LV ee il oar ue aoe meena 


FET A isd ae oa ORAL EA) AYRE Od Aa LE Assessor Grade Tae wok bon Ll iets eee 
Clerk Gradeub Vay ee ees Meee ie eer 
Clerk’ GradesThiee tek 0b Ee) othe ene 
Glerk: Graded lean ee Bee ee ae ee es 


— 


Estates AND SUCCESSION DUTIES.............-....6. A SSEQQOT GUTACLOH EE Baye cutee ialitaliat a vepeialel rene enaernceee 


COLLECTIONS... . 


EARLE) US CPDL TMS ios) sic dle ects ln el oN w ol br cha eee eUL ead Clerk Grade IV 


STENOGRAPHERS POOL) 2s os 8% Lakle De ale ars oa oe Steno. Grade III 


‘Assessor Grade Dye ie le eter eure 
Clark Gerad olivine yk ey Ste eo ee ane 
Stenos'GradexL i wees (ly er aes tena 
ClerkiGraderk yale eetluriila aes crouse ee 


Wie Sy ea Maa Me els: eee a a Lea Departmental Accountant Gr. I............. 
Clerk Grade cy ea Ve clis Salia chp eure 
Clerk Grade Ler eve Ply Me heaters 
Clerk Grade di Wie cal a ela ie en eee 
Steno:.and- Typist Grade Loses tee eee 


Ce re 


Ce 


ClerkiGrade Ligne Ales cay eee ar A Bie seis ae 
Clerk: Grade Were Cats) Wate card aera 


i re 


Stenoy GradevLleye eae. Oo elie meen ste ie 
Steno Gradentog (Fae) le a ae eee noes ae 


Tax Depvuctions AND T.4 Tax Rotn. ..f..00.0..5.5 Assessor :Gra che Ven aii ie Ge ahh uh aint ae teatro as 


Assessor (oFade De Wise Seid ig pa ile alee 
Clerk) Gracie EWG 3 ti OO ee eae 
Clerle "Grade LIB cat an or pac eee eae ea 
Clerk Grade Eee 2) bo aeleeal tee aera 
Steno. and,Typist, Grade Ll. } ice ooaeec es 
Glerk-and i Dapist Gare on cis ke cee tect 


oe 


AWN OOF NNHK PRON NONRRE BHR WReE CONN NORE PNW 


TAXATION 167 


ESTABLISHMENT OF PROPOSED HALIFAX OFFICE—Con. 


PB se ERE re PTT es IO Reid dH nate Departmental Accountant Grade I.......... 1 
Ghlorle Coracle Ewes y tauicle col elioete sean sheets Reha 3 
Clarke: Gado Poeun Get ace he gdana erate stanele niet 6 
Cyerks: Grade Pie pee eA ee Raa y aia ate 8 
Senge Car ae ET eae CA ell, heal eerie 1 
Clerk and Typist Grade I..............-54- 4 
197 
SUMMARY 
Salary 
Fnspector ies item Ga Na bce ee Pan ph Serre sheral Slava agers #8 bed hp etl lore alaa a aia 9's 1 $4, 680 
AW eer CAPAC GEV idle cle eibeu curled ae pea eatmel ge Aiatis 4 dl wine ikeaassleratie al nave .6 4 2 3 10, 440 
Magossor, Grade LLLoe xsi oe tlt We ca ciahaiiaeie selene ene am wedien « fleus 6 18, 360 
IA Gea: CAVA COLL Sales Wi iba die! ahalacteasatat elanelereun'#) Siersin'si/ahe eleieiy g/m migle; es) ee wei s 11 29,040 
A BROSSOP CHEAT alias Wikis) auf eae els vlghiiligie)erss mel evakelellel¢inCaia # My a Wisi ite ps 19 42,750 
Departmental Accountant CATA Ee ce alate career aisiarm iinet elas’ e 5 5,940 
Cele CTC e Ee ee eee kts, is Go puauetMlan se eraia p eilarn’s ale ost piel k aml lainaceys ite, § Be 21 37,170 
Clerk and Steno. Grade II]..... 1... eee eee eee ener e eee n eens 14 21,000 
Clerk, Steno., Typist Grade.I].. 5.0.5... recede recente eee ree nnes 67 82,410 
Clerk, Steno., Typist Grade IT... 6.5.0 s secre cee ite cee ene nes 52 45, 240 
197 $297, 030 
SYDNEY DISTRICT OFFICE 
1. Territory (area: 3,975 sq. miles) 
Coenen ee eee eee eT 
Population 1943 Tax Returns 
Counties 
Rural Urban Total fig ERY T.4 
CSTD. SRE UIDs a UAL | SURI le SMCS GATS WS Ra OSES Be cea annem cen aT RBM TTT 
apo Breton ieeen oe anes © eeipiimscn gi ari 28, 624 82,079 | 110,703 25, 974 110 660 
OH TIOTEL enh aceite yc tars tele specu cats eral LO SOS ue en anal 10, 853 571 5 12 
TE VOEUOSS oe fe cele losin isiarale/© aun omy artials 15,920 4,653 20,573 1,059 9 28 
MA CCOTIS 2) ae OR Raiehaee a Salads whekaeai gad shee so 920 WAR na A 8,028 332 6 20 
63, 425 86,732 | 150,157 27,936 130 720 


TTP SITE al Scag ete MUN AN el MT ela oer SOLA STE a wc gare 


2. EstiMATED _CoLLEcTIONS— 


TAs RLU ee sth lave Se Meanie Wetinkie Minera eb alata ats ol'y Bfardio Nel a(allapiareealegebiatn alelel nei ale abl g $6, 900, 000 
CDIPOTALLONS Go hy Pee as neh a duate cian Mo  SooRererRy Culp a Miaen Seaham nieisis we ae ale oye 1,480, 000 

RB CCOSSION DULICH. os coe Soke oa nad a ee eel eda planes lig widen gS wa a ong. pelea le miaieieih wae «6 100, 000 

$8, 480, 000 

Distance from 
3. Mayor Cities anD TowNns— Sydney Halifax 

PANG hs oie y gu Hoa SolePaGhs oe otalengnet WMH oe daiaragele ah dese He 28,305 iN. 263 

GaGa BAY oie k es agai e Wate ase te hale alo 01a pPalbliaualin inte nial era ie 25, 147 13 276 

Wer Waterford ce ree WU RTDs ENS ars Sis alent acelin 9, 302 14 277 
Bvdney Mines iio. ise sien hate omg «| grath Mia tone re, 6) cele 8,198 25 283 


Worth Syd ney 200 lois hie’e’s, oleerola a adean me atayaee ale spetone atk sie 6, 836 15 273 


168 SPECIAL COMMITTEE 


ESTABLISHMENT OF PROPOSED SYDNEY OFFICE 


ANSDECEOL: 0 sajalls la Li h Way Relw wuaie Since ees Wma eet overt Gente TR atria COTA OE Se rN Se 1 TAR Pe SLA Ste War taa ae 
Inspector’s Secretary and Staff Record Clerk........ Clerk (Gradent Liye oC cue aa mena un one oa ee 
COPEL A BAGRSOL oie ere Oe oe vst d MIR Aen Teale matte aren Assessor Grade TL (i. Coe ya aster en etalk 
Ofice Manner ee a ae aus le aNaees Ara Hee Re ud tg Departmental Accountant IT................ 
POLO Lk ci BREE MCL AN REE DR PATA Seah tix a cI Mem ALL Mden Wig he be ML Departmental Accountant I................. 
Glerk: Grade LT Eye War eater rsce anaes eae 
ClerkiGra de Tee ae See Wi anis eA i aiae ke atatne tt 
Clerk: Gradecee ny ati Pe eee are 
Stenosy, and lL ypists Grade.E. wee nan ec easels 
CRETE WORPAR TMNT. iis cess oie UNE nie ee teen tie acta Clerk: Grader Lili 50, oe selcatetores Gelert aiaeie eee 
Clerks Grade Wilous 1775. Gee a a ieee ae tanec 
Pspist Grade rks: . oi). a. ot ible pattie eee 
Boar EWG ih VOLSES We Naren sc Wamater ia Wik (Pha Waste eRe ay LV DIS) CAPAC VEL OLN te ica oats Deak eae aren ete 
Typist Grades 5 tical amanat te a ee eh eee 
ASSESSING— 
COP DORALIOR i Whe helics woe Ode cic oe OS cial Shs Biehoilsl Meola ee Assessor Gradeily is, Seri aie s an aes 
OPCCRSUL TOLLE GL OL dU ihe acta we SCE he ele eae Ria a ataeele lari Assessor Grade Pie Nios ail icn tine a ernie 
IA SSESSOLL CG TAC Citra he UCT RE SOEs a Oe ee onaer eeee 
BUSRESS ANG) ETO} CSSIONGIS oy. bey ies hod ey Waienes oats A Sses8OretsTaACeuhh Oi) c. apt ite acne aumerant eee 
‘AssessoriGrade LO oo Pe Ue aU eso oan 
VLE Tp aD Ue Ort a Uys Raced es aig eg ond La et cae NG oe) Sr Re Clenk Graded ei) il ue sane ie see eae ae 
Clerk\Grader il ai es tn ie ae eh ae ee 
Clerk Gradewiiree ca: iia aE shey taka Me lapeeeye 
ESTATES AND SUCCESSION DUTIES.............0020005 ‘Assessor Grade Tlie: a. a Ve eee 
Assassor) Grade seein wee © ict eee 
GClerksGradesl Vite act. aie eet a ee eee eee 
COLEROTIONS aot ni yas ero R Ln ie Gut tes ecg, anti Mee UL Me Departmental Accountant I..J.............. 
Glark Grade TU ivi Oy 2) alam ae cre ee ete 
Clerk Grade Din eee cer hee se een 
Steno. and Lypist- Gradeil: ccc. see een 
PEEING LOBPARUMEN DYE Or Sea. cls baka mie mnt oaieeeks sual Oat Gterk Grade DEP 2 eos ae A Ras ae 
Cherie Graderli isan Pe sens yA ee ee es 
WV DISu A TAde Lia fol, ade oem ein ce oo eee 6 ae 
MMe RTH as APPL fetes ous ie ae chat liond to mtelene Calnye ade Clerk Grade LET ie at ot ales die eee eee 
Mlork CiradeilT age ie ve) ete ee 
Olerk sGradevlet ict. 32 eke cas Cee ee 
UTM OG BAP ELIE HE OOM Gioia sta hea eo Wan cL artis a ec ote aan e Steno Cirade LT ore 22 sa ev ok ea eee eee 
Steno. Grades eee ee el Ts ee 
Stand, Crane. buat. soleus ook eo cake uk ae meee 
Tax: Depuctions AND T.4.Tax, RO. 3. 3... 8.2500 Assessor Gracdenle cs, . 2s oie ve re eee 
ClerlkeiGrader EV eee. ae a es carn) eee 
Clerk Grade TLE Ho wads 6 eee 
Glerk: Grader aii mag. cer pi eet eee ae 
Aypist- Graacrlicnate ss one. chea te eee 
CHierk: Gade Tota ae oho ee 
Tm VUE ROTARY GCL Sate ral ait cache SOR MME CLR, llac Wel tally aati tan Glerk Grade (us ae ee eae ee 
Clerk) Grade slieei hies vende oe eee 
Glerk Gradevkier eee] dui ini phwee eae 
Ey Dist Gia GL Wie cele scthas ome e a aie Senaee 
SUMMARY 
Salary 
PRSNOCLOL EE Ce, wah aig BH Ee ore OT ALS: GL ad URE Aulecat aR RE Took Sea RR cs 1 3,600 
INESRERSOL COTA CSL LA ee lM cabs cima LCL tine Nes At uerie Seat oe RMR eee ge ore 1 3, 060 
PAISSESSOD) CaP acl © edie rs ochre pala catalte ue lata sse crc tt tevattch ent Atmel. Cora tns MRNtt eee UNE 5 138, 200 
HA SSOSSOTN STAG Sek BOL el Ue aN GLE RAL i oy acca CN IR See tee OBA AN Ne 1 6 13, 500 
‘Departmental:A-ccountant Grade Less ve teas comets b cicni s alec mated le ee 1 2,460 
Méenartimental A ecountant) Grader yarn 7 stone ieee LaMont is a5 2 3, 960 
TROP IN CTE ALO HL Viel tes Sa Cu ee et aee ee tote Ma Ne Tange aS aL Wa RT ee 2 RL a 5: 8,850 
(lerk and Stenographer Grades) Lies st ulacel ale ceacial ee suet a a alga he eaebite eee 8 12,000 
Clerk, Stenographer and Typist Grade IT... . 06.0 inc va base es ae 27,060 
Clerk, Stenographer & Typist Grade I....... ewes slate ones EN eI ie 22 19,140 
73 $106, 830 


re : 
kapha WENDENEHE NN SERRE FD NERF NESE NRE DHE DR DD NRE BRE NNO eRe SY Be ee 


ht a 


TAXATION 169 


SAINT JOHN DISTRICT OFFICE 


1. Trerrrrory (area: 14,370 sq. miles)— 


eee a 


Population 1943 Tax Returns 
Counties —. 

Rural Urban Total T 1 Abiye T.4 
AT Grtits cai) Ae Sn et aa tha amen aie et SADT Meas aly ere 8,421 438 3 46 
MLO ROT. cece Wak atc ea aero axel s 17, 271 4,440 217 al 1, 384 35 150 
ar IO tEe te ee Cee tinal ahodeeta ay As 15, 210 7,518 22,728 3,352 43 229 
ACO Ge or lah bas Cate Ee Un 4 falipee: das DB AN a gee 25,817 338 13 45 
Rinigse. ors os a ait aeons ne ast 18,017 3,556 YA 9G) 2,324 20 131 
QUESTS. 3 hase hee ease ebeaelains ae oe be y DAV Eds au ee 136715 930 8 86 
Sarit OLN: sacks dye cae datekohe eieirccnaeag adie iets 17,086 51,741 68, 827 26,077 298 1,063 
SD DMEM hie atic daa ercinte Sesieratee pyaar SOG ed cer ih ; 8, 296 292 8 3 
WeostMorelandien clea ah eae sueedien shn.s) ort 35, 038 29,448 64, 486 13, 246 166 572 
AGA el ha an OMS Fea Ly, NOE A carter eran 22,397 14, 050 36, 447 5, 630 76 326 

180, 328 110,753 | 291,081 54,011 670 2,651 


PPD esau RA 1 ine 


9. EstimaTeD CoLLECTIONS— 


Trcic ale ee eae re Pretec cua baths seein s arcte wimiecaie ale MA wip stared sie Rie/e ioe 488 $12, 349, 259 
Corporations sy Meee ee cee: Me yskei del rile Cieew sath 0) aso) sn abe AS ls i ities, He 10, 268, 209 
Succession: DUES Mae kas cathe a cS ote Maeda ie ela emia sma N aia ne mAs 9 ais ot 278, 156 

$22,895, 624 


3. Masor Cities aND TowNs— 
Distance from 
Saint John Campbellton Moncton 
302 96 


Saint GOON ade Ls oes tate et coe 51,741 —— 
MLONCtON Gees eas kaha ee 22,763 96 207 — 
Pyedericton iaeeaewanaasieee. 10, 062 68 223 119 


DUG POGHOL Ys ecules sia ye’ hs. wees ha Sian hia sentegs ae syeeuneene ace ae CEYS cle eu ihe ORS te aie asia) atatale wayeutiane 
Inspector’s Secretary and Staff Record Clerk........ i CoePE CATAGO E Mui ed iiecredihdlere a ania ais aueee eee 
Ciice Mianacen iis eg aes hole ce eee che retina at ace Departmental Accountant Gr. III........... 


PA CUCATA ULE NICs rer he ae ease eal woadans #4. oalena) syaln, aed Wen ex eueta ian sy Departmental Accountant Gr. I...........-+ 
Glare Grader BER eye aici aaltepet alata eta 
Clore CePaCley bbe si aha eee) dioramas ENE ile 
Glerlch Gira ce eae ee eer eo sates Duan 
Steno. and Typist Grade II...............4. 
PV piety CPA ebony oh ie geal waaN vine mleia ue aie nay 


CASHIERS DEPARTMENT. ...0...6 500s cereneereteeeeree CHET Gra eri Vicia: he cust craeyahe ave te alenen ciara valet 
lepieCarAde TELS WTS Nees Ben agian 
Clerics Grae Leer EIR A Hails Ale Wena 
PR rypisGs oraer ke ieteia ls: ly esG aiaralp d slahes poeta carta 


re 2 Eg Sp Rael Ge al Wa ahd bc V b= On Se ai re cee ROG San MOEA OVLL Dee oe. Lashes Se GRedaon see emia 
Typish Grade Llib. 6s nese ee aa take ee 
Steno ce Cy piss COTAGO Ti eee eel cists 


= 
whe WHR NNWOnrF + & 


ASSESSING— 
Cor povatiow’. go. teks thd Sees as ee ele yk Tis aie WRSBAROT STAC OV Uo cay Hele an ds wieipl atelabemte phen 
ON GS OSSOL NCTA LLU ebeieaie olan Giadeheraalel cee ate nate! 
WA SSERBOD PEACE Ll suey Gcuns albreus eeya a taleuetale 


TE SAO Wchtigh be Wee Go my. Al ARNE MAP R AP eon Recta ak ee PASSGSEOL OPAC. LV vase feclans she SRA wae euaMnel Grats 


Recess Proms (sl Pec ge et ees eae ee ager ias INGHO SEE COTTAGE LLLr coc site tel oe eles eemetauaate 
Weeessor Grade: LE ey Rohan ate a ataleiaatacere 
ER SOS OTC CHT CLL cocclie  cte. dale aledera oles fare sre pate Bleue 


Business and Professionals.<......0.+00ee eee eeees TR SSESA TH CAPACLOUEL (a! ev scelbls cokes 2) breches se ehe ait ae 
Assessor Grade Life ie cei ine sal daca eins owns 
Clap TES LN eae bealole sin pic evalonet se a coupe 


1 RETA ot YOR AREA Sos OTIS S CTC ORE SOR aha TOR Wesessor CrTAGe Lis ois cowie cists cine eee recente 
GTorke Corade. LV vaste hose accel callers OUR aera a ae 
Ciavic Grade LE bi uee ts weg haan ae ea elena 
ier, Grade Li arn sae es kiss. oe ewer aelon ery 


ESTATES AND SUCCESSION DUTIES..........sseeeeeeee Wsessor Grade Lise cees's oi aie Sik ee tan eats 
A GSESSOL CATA: Loders ces lis, feteiiee ee sre men pereauasels 
Sletk: Grade: LVie i vase be his ee cae aeine Wie Mola areata 
Typist Grade lige sed as leben sls es eae ans 


Rrpbd ORR Se EPR WON Re Whe 


170 SPECIAL COMMITTEE 


ESTABLISHMENT OF PROPOSED SAINT JOHN OFFICE—Con. 


CSOT ERCLIONG AiiGos ae ee cha piece la tetbhany et eteen eal 's tuatete a eka ies fe Departmental Accountant Grade l.......... 1 
Clark GEade lV yee auae pee gi oleae tet ate ait salle ania 6 1 
Glerk Grade: ELT iit Cea ee ane eerie 1 
Clerk ‘Grade Lin fic). ste eae alae 4 
Steno! and "Typist Grade da 224. wa ae ee 2 
Pic NG DEPARTMENT Gok Se ee nicole de wigte otra ae era ws taelana Clerk Grade kV oie Sail pian h avey ae seats te ee 1 
Glerk Grade nla nee en ania sear ne 2 
Glerk Grade Dish. erew on ee are eee olan 4 
iy pst Grade Ty iu thes inchs aioe cual hen eles 3 
BEAT CAND OSU PPIABS uth i baie eiote Wi Gia ie peephota ce neta tn clare ee Clerk Grade: DUD ees ciety ciate un oe heen een 1 
GlepkiGrade TE lo oie eI Aaa Neate 2 
Clerk Grade cle Gila se ONO En, taeda aie make 25 
RiNNOGRAPHERS!) POOU UUs taibete seek bing Wabvaelsiietes. 6 & Steno Grade LLL Gils see eke ae pate 1 
Steno Grade wll ee gee mins wore caer eles 4 
StenomGracde nia Weta atateerevatesee isolate Peete 4 
Tax Derpuctions AND T.4 Tax ROolt................ Assessor Grade LD... bie o Age i ee te ee + 
Assedsor Grade fs... ee ae Boe 1 
ClerkiGradewh Vien wig oa rey Acces Peart 5 
Clerk Grade ery Ce Une a ae eae ete cee etna 1 
GlerkvGradel LE Wee eta ea eee gee eae 5 
Steno: and’ Typist Grade Il ove 232. aa. 2 
QGlerkiand Eypist: Grade Ti aa ees 4 
TB ONE ee eC UUM RO a AiG oe AUN AR UNS ells ts Departmental Accountant Grade I........... 1 
Merk \ Grade LET a ee ee are areal 2 
Clerk Grade vl Tew Vea Nahe Meee Rn a aoe 4 
Clerk (Grade ee) oe elie Geers ee ere Cereal 6 
Steno Grade De ee: soe Ley ear ooops ee coe 1 
Steno. and. Lypist Grade ly t,he eee ee 3 
140 
SUMMARY — 
Salary 
ESOC UO EH uc ses iu Wieiel ait Meaucte eke nce tele recat eRe te wet OH aa hasan stla Wate HAP le ted 1 $ 4,020 
RAR CATACE .L Vitus te clk Oe tM kL ae eee oe rates ERT) CO RCO alates 2 6,960 
Nett aac eh ag COM MEETS CONT OO OF GENE AIMEE Sn A GUERLAIN Se ENE en Sea PR 3 9,180 
Ia aR GT CAPE. CLO, LL cele 2e cigiay sits oie ceded Lices mbes rune RPM Gath a 1 vaet cle: W BINN MESA ibe 9 23,760 
Asa ensor: Grricle. Du Wit oc leieraatuis Calumet aurea (ile a la YA snail atone ae aialns 11 24,750 
DepartmentalAcct, Grade LU i Me sicmecc ts oa dole see eek matetaietete > 1 2,910 
Departmental Acets Grade EL wee er ae ecient ene y simaeete ace ates 3 5, 940 
CHAT CTO T Viera elt oaip erecta ee ome ie mune Per cone CeO AIDA ies 13 23,010 
Cy ler keh Chey EO UO: GTEC CLI Co POM te Gag Shee ade ela 7G es iris dei NG a 11 16, 500 
Clerk) Steno., Typist Grade Tis ares va aren ee mais aiues Alene 46 56, 580 
Cleric) Steno LV PisGiCarAade sc were eel elton lela etal ela lena ere AO 34, 800 
140 $208, 410 


CAMPBELLTON DISTRICT OFFICE 
1. Territory (area: New Brunswick—13,103 sq. miles; Quebec—11,392 sq, miles Total: 24,495 sq. miles) 


pe ae PSP PS vA SE SP Ean ey naan Sra Ac TTS USNS AS A A RE TS DATE ST TT 
SPREE) PE STE LE A TS a A ea aT a TT RG RSW eR EG RT NU TT TG ET PET TRE Ss 


Population 1943 Tax Returns 
Counties ——_———  —— _|1 >> 
Rural Urban Total ‘Pet p.2 T.4 
New BrunswickK— 
RBStIgOUCHO We CU AN Wied has Loar CaN 21,819 11, 256 33,075 3, 609 27 157 
Wire was uh Uther, Wah 19, 985 8,191 28,176 565 12 148 
A COETEREL Nia leds Bled an atte mlm eau Mera at oak 14, 865 1,806 16, 671 802 15 72 
Nortnum periand. i322) cc teen eae 30, 622 7,863 38, 485 2,551 35 169 
ERI COSUOT Shean cai 4 die 2h pide Ae ke 46, 359 3,554 49,913 1,240 23 109 
133, 650 32, 670 166, 320 8, 767 112 655 
QUEBEC— 
gaa Habs IE SS Eee er ALN AEM A LR ag SOM OG ees 39, 196 2,126 5 78 
ALADOCRAG Mills strat ma eiMce pete Rass 21,181 8,745 29, 926 
nee ORO Rae GSA HORAN NE cA 17,304 | 8,184| 25, a 3,038 11 134 
Gaspe (excl. Madeleine Islands)..... 41,527 4,741 46, 268 2,894 14 118 
119, 208 21,670 | 140,878 8,058 30 330 
Torar— 
INGw BUNS Witk dissapeared ve beens 133, 650 32,670 | 166,320 8,767 ya 8. 655 
BULL} otcks MIMD INE Ae REID AE UrAaly pean aU EH I C te | 119, 208 21,670 | 140,878 8,058 30 330 


252, 858 54,340 | 307,198 16,825 142 985 


TAXATION 


= 


CAMPBELLTON DISTRICT OFFICE—Con. 
2. EstrmMaTED CoLLECTIONS— 


PEE TERETE CAEL Ni TAB AEs Rd ae ea et a RE $3, 290, 000 
COTDOTALIONS Hic ae a ed Sela ape ails Hero Mela e ahem iofeln, wie 8 NINN, ely Mat Bt 2,085, 000 
SEGRE SALCITT DUE TORT ere tec re ING eiseg LHe Ter aed (acs st ls LOtak ele oq at ere Aimapeio es daly ¢ 77,000 
$5,452, 000 
3. Masor Criries anD TowNns— Distance from 
Campbellton Saint John Quebec 
New Brunswick— 
Campbellton nvaes aye Ss lene sats 6,748 — 302 317 
Bal mndston eee ee eee es Ae et 7,096 125 240 202 
TIS ROUSIO REA ita reel eeara le ous clateuehettue!« 4,508 9 293 326 
Wa EH ATA eee ON re Paneer oath hie 4,082 119 192 411 
Quebec— 
Ml atanie:/ Pol pie eee ia ely ech eras 4,633 147 — 239 


ESTABLISHMENT OF PROPOSED CAMPBELLTON OFFICE 


PTISGCEON oi. sii nsnrehy ch thle Mieke Cake ates STEM hia SR tans Oba aye aie OPTUS nee el aeny oa rea cratials Mant Cr a ee inti aE 
Inspector’s Secretary and Staff Record Clerk......... GlarkiGraage LL Ey as ys eee eee ela ads 
GHIGE) A RAOSSOLIG oii g a ial SRI eer MCFEA ats Satta pata oft Assessor Grade LID cya jiihiecien ae niches S 
Tice Mrana rer eA alhu  oastWern he clue eta eheiat ad yiatein'a\ ele Departmental Accountant Grade II......... 
DA PIC VS NCTE 0 Ie co this) SATIN AC 0 gc varie Mec mn TUNE ST RAI gi Departmental Accountant Grade I.......... 
Clerks Cerade le Wie Tae Un ea aOR Een rel ete 
GlerkiGerade Le Oe aN Re ae 
CVSr Gra Geel ee ty NS Wiel Sele Da a ae 
Stenol and) TypistiGrade- Le ijiuca gw eee ques 
SASHIRES) DORPARTMENT. 05,0 vic okie Geuanmeaiaidishe Sib Bee emote AM) ored Cah a sg Fd 8S UE PL LIE a pm AR 
Typist Grade: Laie eis fare sieslate ae nuaoatogelt 
FOOLED UL es LY PTST Gs ob ccnie: oe, inler eats gat twee alte cree ane Sad oy ak Writ Gade Tye et aie eee ental ainda geod 
‘ EU agai d at! COLAC Es ica a igs eee dial ark a epee a aS 

ASSESSING— 
MOR TIOT SELONS IL S55 sa els tera  Fetoba be Ahead eee MG Made fa ate Assessor Grades lbs a en ea 
MPCESS EOP ORES CLL) cise so paphaje y GUA Esai aa ng Baa iG Assessor Grade Eis. [Po VOUS a a Oise 
IATSSESSOTAGTACON Lhe RUN EN Ane ana een UTA 
Business and Professionals... .. js sche oa ns okies oN WesessOrUxraden hs 6 oyu SW: AU ae (ails 
TERIAL EER ey Wigton! ois» ie Ch. Jat Meio Oa destin Sao toMer teeta eas (Cleric: Grrahe LD) ic ae ah eile cl ees as ate 
CGlerkuiGrade Pie i pa nye ay aloe arial sean 
ESTATES AND SUCCESSION DUTIES...........-.-202005- Assessor Grade | Vue a mar Aer) tor Ua ee 
GlSrkiGrade eh Vis sauied war Cee sas Sirk aa ae 
eee CTV CO NRG ora icine eee seated cl oils a dali capt ls alth Zo) aber Departmental Accountant Grade I.......... 
Siler Gradey Ll ors ee VA ACE MARL Ski Sua eas 
Clerk: andy t yout Graded sty. ok eons 
TREN CPL EPARTME NT 6. (1 USES ass eres scare bal pote BUEN CURIA STATO LL wile ie Wl aL Sele RS BA aay ae Ba 
ler andi kypish Grade Dy ai.) 2). sh ata 
Wl Att AND SUPPLIES 4). Gea citietiels gies cle Ween uae ep giaial Glork (ragonl LE Wis ben cee. Mele a Meptewmi vere One 
Glerler Grader ee ONS Miho retail ean as 
SRYNOGHAPHERA COOL sG% vie dis aoine's quleenhaieens Geote pabarecacd SEONOCCrPAGG ULL iaraadlail teu see bie ae tye haat e 
Steno HGPAGOge Lie we wee toe sraenl ated tonal tes 
SSH CAPAC Ee eis tie wie arel ai ete aR Aa he aia ie 
‘Tax’ DEDUCTIONS AND Ti4 Tax Robbe: eee bas TABSOSSOL: CPA CoM eit es Ue. detente ah, sana cual 
WlerElGrade lV AN erie Ls ceee Se Rare een 
Clerk Grade UV ery Me CUCU Ss anaes oui 
Caer Grade Le aN ie ut VERN Pega 
eR vpish, Grade Lis we ks iat dala tan ey seein eons 
Clerk'and ‘Typist Gradesl o.oo eee yaaa. 


Re Se SNORE eS RS ES RK 


OENDENHE NN FRE NE NEE BE NE DY BRE YW 


172 SPECIAL COMMITTEE 
ESTABLISHMENT OF PROPOSED CAMPBELLTON OFFICE—Cone. 
OP a ROLES sinks eee ss he ie ae eee RW RG Mele chats (a rte ie Clerk Grade ELT aus Pieat Cats rok oat ae 
oe Clerk) GradeuL Dc Olina ie one eet aera ae nna ee 
Glerk ‘and ‘Typist Grade Dn. t 25 a2 tet ee ae 
SUMMARY 
Salary 
TBBOCEOR Ne Us ee hn eyes MUN en athe mele ereha ace GeeeyS Eyed HE mio gt 2 vi 
Waseseor Grade LIL. scl Tsui. oGyetinseiscs lols Smieit ere me sued Salen! ~)2 spell css) at 1 
Wesessor Crrade LL) cca Mavicle co sayt aie msc aia orate ne hal SN EEMIAR Ie PR ae fee 2 
A GGOSAOE CATACG. Leis ue Mee ne ceeds Orbe iat Ie pianie = deus aaalatn eloliatn ferry 29) 4 sates Bg 5 11, 250 
Departmental Accountant Corse HARE aS Ur UE BENE fe silellscste 1 
Departmental Accountant Grade Sai ue ecnieh IUIe weans a RINSE cs 50 2 
Clave Cradel EV eis Sa ho ess alle) ara apt seni eve teh casey oh prs 3 
Clerk and Steno. Grade TIL... 20. sw! ae eee teen pee ee eee eee 8 12,000 
Clerk, Steno. and Typist Grade OD db gain re) Vyas Gal 3 Sd a pall oA a 16 19, 680 
Clerk, Steno. and Typist Grade I......... 6... eee e ete eee terres 17 14,790 
OF $84, 030 


QUEBEC DISTRICT OFFICE 


1. Terrirory (area: 375,322 sq. miles). 


ee 


Population 1943 Tax Returns 
Counties — 
Rural Urban Total el ee T.4 

Re ek tate ay Gee oer iceherensleleuet woah 37,241 10, 832 48,073 1,760 16 87 
MTOR ASS a wil avos kk Miao lane, oh steence todas 22,212 1,464 23, 676 954 2 16 
Raa rle VOUX ys bic oh vices ee eibns FOR eR 17, 089 8,573 25, 662 1,788 14 67 
Chicoutimi (Lake St. John)............. 63, 223 79,964 143, 187 16,541 69 767. 
EEO SLC le cic LL cap ake ciclie sik MiaestNtn whe wus kite 28,811 1,058 29, 869 874 1 15 
TRV OUE AGIA se. Nek se an ip ths Ueipa oles tele areOk 21,881 3, 654 25 oo 1,030 . 6 44 
h ACUTE EBRD RAG NOGA AM CV OR MUNI ON eae Len Re ERDAS 14, 259 23, 860 38, 119 7,792 29 179 
TE ES UEC UN aR ae Ik MA Lee RE MIG EF 19,890 699 20, 589 761 3 16 
ep ATLOV ES lee cscis rib halle oe cists aaa ile al eM 20, 097 6, 567 26, 664 878 4 21 
DEGmt Rasen yes te eek beg tia ake nine tla es 17,464 4,585 22,049 1,235 17 46 
LE Deer Sth eae RA Ue toe 2 Ri ARON Fe RR EN 23,782 15,214 38, 996 4,758 13 154 
Quebec (Montmorency).....-..+.++++++: 41,418 | 180,066 | 221,484 52, 256 383 2, 269 
LSA hee COTE LaW eg OC ap al, DR aN leg Aire oe 30, 599 13, 634 44 , 233 2124 32 149 
CTO cite isielala' e/a AVin, miauatetnye eanyeie thie ie 26, 360 3,059 29,419 2,139 3 33 
MEL VIS GOMA GAN is eal tle ici as |ole cio sala teu tMerae > 43, 083 14, 592 57; 675 2,636 15 84 
CASEI nas Fo LA ee aR ANU RLS ap] BANG he lass la ele noe alanine ase el nn NR cts if 44 
427,409 | 367,821 795, 230 97,929 614 3,991 


BPM ee iui NAD RO 8 OL RN TN ee 


29. ESTIMATED COLLECTIONS— 


Pai caucles LS H err NLR ie tie date Ua Bice itil el fantarataedt) ok atl ae Ra BTS ie rouge wis $15, 591,834 
Gor poration ss 5 su seltsbule wate toowte mtalcoslccal ale etele » meaner Rls Us area eds ana 7,466, 383 
Gi ORSStOD MD IUEICS. foe sik dvi alas Reaatade dec de'y him ig sonore dale a falomionh Be raiinsole inion Smas 391, 557 
$23,449, 774 
3. Masor Cities AND TowNsS— Distance from Quebec 
TIUEDSE sah ean a ale ie Gm clin v6: ate a pine poms ave malas 150, 757 — 
CVO UGE TEN ee reste CS CIR US IRE ND ei ie ren eg ke aaa 16, 040 140 (Chicoutimi area) 
JOnquiier |) Bes) LOC Min iieibla te oiele iiesecorncatnss Syn Os hha sia ETE 13,769 140 (Chicoutimi area) 
TTS N AEGAN CS CUA tates SoReal ae Rh ih colioned (offal ol pha OME 11,991 1 
FLINT IOTO! CUIL) aOU Pci ie ic eaayk sue se elise ele Oh pole ah Ya, tae ratte 8,718 itil 
NE eR OTY Pete GGA EG AL, Binal e eta ace GA aeilel Sates. «fot nti Re Ohd, 3 
MOTTA RISES Lest oe GG aim Gol Ue oot taacoaa tie ate ja! cha kaa over Sit 7,009 180 
Ao WomeTN i LOLA Wain We Bal WO Nevalacalen sete fh eke 6,579 140 (Chicoutimi area) 
Se Pose pia A Lag ees oi) sl aioes Mie oy eleneyece geome ogee Hyrleias 6,449 170 (Chicoutimi area) 
IMF OMUTOLERCY ECs Whine epeiaid lee, < 2 eas im mel Aiblleyw ole anne gies 5,393 5 
A ERPTCh aI N eS CTI AD Ue Naeem cdiyetd iaie aot) sth 4,581 140 (Chicoutimi area) 
COU EE TCL Ah LAS aN) Sree aye ep hel a aa DaNe Ream” crdaety er etait tl abate Zo) aun sa ae 4,909 3 


DL Ota SOY Wiis so eceinlaw, «tee menor sie es olepsin romlayer anak 4,585 35 


TAXATION 173 


bate se7etch Bry aaa We eh ERR HEAP TUT tes I ee ROA ration |, SUA lie Meee as wh, 00 a iae a 


Inspector’s Secretary and Staff Record Clerk........ 


FOXACULT VO ASSISCAN ON cs ee Pte lsle a allale dele hagte layers ole 9/2 


ACCOUNTON GH CR HE PE Rk Us ne ees 


GASHIRES DEPARTMENT ed lool oe a ncemk Oks bleu’ 


TL GEAN DE LLY PINTS corer CU ae Mee a clonal later a cOmikansy 
ASSESSING— 


COP DOTALON. ns) ene Ae ue atte Sige shine 8 aie ae 


DT RULIEELEL | 6G eR Wee os el cass St olad Wace Hae 8 
FexcossProhts CLs wn ek gets Mery el eons al sia 


Business and Professionals..........0.+0ceeeeeeeeee 


GUE RCIIO NS rie aneot te att a yn WN Sec, hE ROSA duatate 


PLING HOSPARTMENE, oie 35. e deny te ais ews et vigyele ule eia tans 
NEAT SAND Oe UPPELES: pias’ o eduinhusline at oye ie dbo Ma wlbiacs wehye eg 
_STENOGRAPHERS POOL..........0. cee cee e eee e ene ees 


Tax DepuctTions AND T.4 Tax ROL................. 
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PEA ATS OY 
ESTABLISHMENT OF PROPOSED QUEBEC OFFICE 


Glerk/ Grades ie yee ono ee eee 
Glonk’ Grader ley. eawmd vals tana ule eae see ate « 


IA GSCRSOY CATAGS!L Vy) Spo s cule ed ietek ntees 


Departmental Accountant GradelI.......... 
GClorkiGrade Tracie sin as AE apie 3 


Q 
— 
@O 
lar} 
Q 
bar} 
o 
oo 
oO 
= 
Le He 
_ 


Clerki Gradevh Vagos ei Ey a Ge Sead 
Glerk (Graces bl ave ees eecaieieey alee ial aR ead 
CilepkiGradenllen vere sey at lr, oh ia eaten tarn ts 
Ano pists tae Pee ay. os Used ye Ns) aa ech 


Clerk Grade III....... BACT Wide ace tie duane 
Stenographer and Typist Grade II........... 
Stenographer and Typist Grade I.. es 


Assessor Grade IV..........5.0. pale rg bac ell Sa 
(NASOSSOTH Gad AOL LU Eee eek aie Uc ctentiite Mc OReeai V aa 
Wesessor Grade EE ie nei aa Oy cick Sr oe 


RENBBROTE STAC LV Lt urae Cay ee US Beale 


Assessor tarade LED ue ice soa dees oe aut 
=A SRB BOT GVACO UE Ua, citer one oi aiakatt cee ete okey a Moar 
INGSOSSON CATA Me eee ee SN US ES ese teas 
OTB PIE LOL oe ON a ack Sices, CLs eg Se sale 


Nes aSEar (CATAC OT LL Dateien atl ae wie wilaitter. 
A SEBSGOM CATAUO LE denice |v tiecineaias tide 
IN SSGSSOL GAS Lorie au hee ie ye deel on ie 
Glerle Grade LV a7. n eA rae ER EN 


ane FH WNKE ONS WCOWNeE AORN &S ee 


INSSOSSOR GL BOLO) Lee ane ERA an 
Clervie Grades re ane ee OO RA aa 
Clot le Grade: PEE ee dace let neuen a ete rieletena 
Clerk Grad eu ble as hee ce ere hE Cereal eae 


ASSESSOL CAL ACLO! LLG e ieee ever Mty nuonniee ana veils 
INSsessor Grade Lary clas oilers aetcterle eas 
WBF chg ad Cue 16 (oe INA uy Ue gee Van URE AAI ol 
Cloris Grade chile cee eave is oie eae Oe 
Clerk Grade LE eae ee ete ee eA 
Cleric GAG Lc ety varie tats Sa abn sly aie dubs 


— 
RPIPD ee DRE ewe NNR POOR Re 


Departmental Wecoantank Grade Titi tutes 
Beri) GTrAdeL Nas ok oui e ws ba ae adel tee Ween 
Clerk Grade III..... Bote Meare cei gic tice ean hae 
Giack GradecEl. fo fs as coer tan Mena Coen 
Stenographer ‘and Typist Grade I............ 


Clérle Grade EV ie ci area ots oe eae 
ler le CHVACE D Lakh cta ek Wile a eee ee hae aes 
Clerk and.) ynist.Grade Ese yi via soak ee dha. 


Glare Grade LNeiiieey a sae ie ian te ee ee ten 
Clerics Corea boy ts eras aioe et She aa nea 
COTS IC OTAGO Te ere i eat Ree SON dae 


Stcnograpner Grade, Lito ce. pa 
Stenographner Grade Ils io. ose ore 
Stenographer Grade Loe a eye 


ASSESBOL. CATROO UL LF. eee dae clothe ae 
Aste esor- CAPAC Gl beer ce ore eee Fal deers 
CTP Grae De Vii le oe tk Shot IC ES ONS ree 
Gloria Grade Lbs we ae eee Ma eae a eRe! 
CP ORIO CO TACO) LU re BE Re Oh es eit ea, 
Glerk audi Typist.Grade)l ici. uote. 2 a 


— 


CO O> kt D> et et Out ke bo NO ke Ld NE a 


Departmental Accountant Grade I........... 1 
GlorerGrade ere ioc is ges Ba ge 3 
QlorkGradevL Eee ei eae eat ae 7 

3 
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SUMMARY 


; ‘Salary 

Inspector 4), fe. Fi, b eee wala ann sine ROOM ab LIE DER ee ehaegen ke heen eae ine tang 1 $ 4,020 

Asséssot Graded Vive sii Pee ne eee nk eine 1 ele Ose aie 3 10, 440 

Assessor;Grade Ta. ee eh ti cdiy shina? sie ace es. seats 4 12, 240 

Assessor Grade: lh. i. 2 rede a aa tee > a ete ee en ee 8 21,120 

Assessor rade Ty owe ein Cem nites ae, ye ec . Raan aa eek Megs 13 29, 250 

Departmental Accountant Grade eso. ee at 3 5,940 

Clerk Grade TV Ber or ea ea ee ee ek OT Ogee Gee eee eee 19 33, 630 

Clerk-and-Stenographer GradevLidinerhine ies... vues hk ee Ga eee 15 22,500 

Clerk ;Stenographer, “Typist, Gragetl. os. chee tet a 59 72,570 

Clerk; Stenosrapher> Typist, Grade. jas, oe eo ek eee 65 56, 550 

190 $ 268,260 

TROIS-RIVIERES DISTRICT OFFICE 
1. TreRRiToRY (area: 13,410 sq. miles)— 
Population 1943 Tax Returns 
Counties —_—_--- 
Rural Urban Total let if Baw T.4 

INICOLEH I Len Ren KER GG Ce eee 21,786 8, 299 30,085 971 6 30 
Mags kinOngee a carie enw os see A heed 13, 238 4,968 18, 206 759 2 14 
SEAM AUEICE. 0). cei paacicnks area ae 15, 391 64, 961 80,352 6 ort os 476 
: ue......1,481 84 
CHarplain tds c. 1 kate) eee 30,897 | 37,160 | 68,057 ee poe tet i 
81,312 | 115,388 | 196,700 17,976 82 662 


—— SSeS 


2. EstTimMaTtepD CoLLECTIONS— 


Indiyiduals ue 07) 0 ee anne inte, ER Le aL RNG htt sy lee Wye gt aac ne a oe en ed a $6, 410, 000 
Corporations (2 ise ah Wie Pe Ae IN od aes Ga SHO Alice oe pe pace a 3,426, 000 
Suceassion Duties i. cs sou et ee a ae, FAO EM SSR aR. paid Ad 118,000 

$9, 954, 000 


38. Masor Cities AnD Towns— 
Distance from 
Trois-Riviéres Montreal Quebec 


ros: Rividres: ta tare Re tap ei tunes ta 42,007 — 88 81 
Cap-de-la-Madeleine............2.¢...00005 11, 961 — ae — 
Shawinigan Falls and Almaville............ 22,607 17 —_— — 
Grand’ Méreson 7 oe eon ie ee eater 8,608 27 — — 
a Tuque.\ier tc ver eie aye dr nme 7,919 100 188 165 
ESTABLISHMENT OF PROPOSED TROIS-RIVIERES OFFICE 
Taspectors ss Are (led cess Piaklas gl 4s Dee Lh OW EA Dae ee Grade: (ose An « Psd Fo. al ee 1 
Insbector's Secretary <j fb sia ee oee ae een ee stenographer Grade II1.:7. 4.2. see 1 
ORICON Anag ED hye yl) fled end oak Rete Oe Departmental Accountant Grade II......... 1 
ASSESSING— 
ECR OA Teh aac ea Pee At wet a eh a Ur INURE cng, ye Ine ED Ce Assessor. Gradewil:. 02s oe ee 1 
GCOrPOTORON s aeicieie, 50a ais tid Oe ee Ee Ee a oe a Assessor Grade IL; !,% our sie 1 
E.P.T.—Bus.—Prof........... AeA rae Assessor"Grade IEhra5 i ae eee 1 
Assessor Grate Tok tise. 2 ee eee 3 
ALORA YL LS Bi SG ea, eae Gee Ae CU et a ee Clerk Grade LIT <45.0. ial ose ee eee i 
Clerk Gradé lives, 22.6 ee kok ne eee 2 
POCO NDING Ag Feil) Aurela: CRW ELA ate eR eae ag a aehes Departmental Accountant Grade I.......... 1 
Ei Ge DoS cE NtOTORb: se leh Pein hl uaeeea nim te de oer Clerk Grade TTI. % : hy ies Sik ee ae ee 1 
Clerk Grade. ais ick aia ie ae 5 
Typist (Grade Lis 4 i) Soe te heeaete ee 5 
CASHIERS DEPARTMENT. .../...5.ccccccecceuvuceeeucs Clerk. Grade: ITT. sein. tes Se ae ee ee 1 
Clerk Grade: Tie 0 intey; fue eee 1 
Typist: Grade Ticino a eee 1 


TAXATION 175 


ESTABLISHMENT OF PROPOSED TROIS-RIVIERES OFFICE—Conc. 


KOOLEECTIONR 120, ice bans dh ta tae Boa oe tenths viable -... Departmental Accountant Grade I.......... I 
GWlérk: Gradé TLE, woe ak ke ae ee eens 1 
Olen; GTA Mle. ae Meek cele cence ake Meee 1 
: Clerk Stenographer, Typist, Grade I........ 2 
WITING— CRANSEBRS ./c)e senor halo ca ci tinae s <Srebalan oy ots Clerk’ Grader EE eee Vato eide aloes ee tee nae 1 
‘ Gloric Grade es ee. Liat lt a ote Pores 2 
STATIONDRY AND SUPPLIBS.,:. 50.0005 -ccceceses tenn us Clerk Grade TTs 23 0 OS SUS A eee 1 
WEATE Sars fe Oe a OME iting 4 rapt il Glorki Grade barman con hora tk calc. Goan koee . 2 
STENOGRAPHERS FOOD ls ck atin co lee kata rsic< pees stenographer Grade LITs. tyes... coos bade 1 
-Stenographer Grade HI............ccccscceee 2 
TEA DISC racaubes mason a uns cate Sune aR oye coterie 2 
PAX) DEDUCTIONS—L¢ 4 SIDS ces ae ak lees ce eats os mA SBESSOT GAG: La tay sek hs ea ee ore create hears 1 
Glorks Grader V eles as Oe eee ote oe ae 2 
ClerkiGirades LL ys Lo) cee ale a eee ie 1 
ClenktGraden Le. 55 arb ei eos i ae 2 
Clerk Gradenh Behe cl yas ist BOL avast eho ti 5 
I ANMELOLE sche coke al MARE erate ed clerk Toutes et Clerk Grade al Laed. core alse airs ; 
Clerks Gradell see ania wits ea von teens 2 
Stenographer Grade I................. Sere 1 
‘Lypist. Grade [At gant, sioe bao toeeenoaie 4 
ESTATES AND SUCCESSION DUTIES.............0000-005 (Assessor Grade Wetec othe ste uniecee tee I 
Glerie Grade - EV aisct kas ke tare eed are deren 1 
60 
SUMMARY 
Salary 
FES POCCOR Ne er aU ee racens Caste: dratteag y GRIGIO aceite d ola Bist dee Saree pe od 1 $ 3,540 
FASSESSOTR CONTAC On LL eee ey tee ae ecole men totes ieee, 6 Sasha el wis tle dana teemne ae 1 3,060 
A BSCBSOM: CREACL GEN Soe ch chance de WER ceNeS ON oa Mord de a ork Wicks Wie hr odaliaratpy Oo pst 5, 280 
PR SBCSAOTACITACG UL sachs teste eee aaNet teste uM OG eas Lael hint ealee aimee 5 11, 250 
Departmental accountant: Grade LI soem cach: aoe steko ccc wen hiele 1 2,460 
Departmental Accountant Grade: li. ee re eve ce ha wwf tert janes ae dielete 2 3, 960 
CUES eG avg Peg Is Cen aarp seals ay ee NE = Ue a Ds IS, ER NR 3 5,310 
Glerk-andastenorrapher Grade Dil on seaty a; Oa seam eer oee « Sawkles 9 13,500 
Clerk Stenoprapher, Lypist: Graded li tea), . 0. oi eva tnes ¢ dele aes 16 19, 680 
Clerks Stenographer, bypist Grade Ilsa ce wks. cay. iosd tes owe de ds va ee 20 17,400 
60 $ 85,440 


SHERBROOKE DISTRICT OFFICE 


1. TerriroryY (area: 6,130 sq. miles)— 


Population 1943 Tax Returns 
Counties | ne 
Rural Urban Total 4 hm | T. 2 T.4 
Pg gd ts W NEB 62 Er 3. A MINE ae MN OR Re nes RN 16,098 13, 941 30, 089 2,020 29 142 
BSEOMEO ARS coe eT. tor Mo ee ae Bee oe 8, 637 3, 848 12,485 534 13 47 
om pton.e: se eas da tere fen, ae 14, 967 7,990 22,957 1,048 12 80 
PP OTULSIAG ffm se at teers Se ohana eka ele ees 22, 347 6, 249 28, 596 518 0 51 
PSL LOOKE s Git Shute ee er ok epee 8,293 38, 281 46, 574 8, 226 92 459 
Vici epee Mens thio e rs oN fue date ate eis Oe es 13,011 4,481 17,492 348 3 10 
1 Rt eica cea Ye Me kee pee Meni Met “ay eck PRLS AT ele et 11,851 15, 642 27,493 2,869 8 134 
BEANStea ul yeit 6s Mido ees SY Edit aah a maiaags 9,585 18,387 27,972 3,252 18 136 
RCO AT LRG tres dees oath oe tis aa eect 18, 229 220125 40,357 3, 245 24 115 
123,018 | 130,947 | 253,965 22,060 199 1,174 
2. EstimaTeD CoLLECTIONS— 
Dare idalse ye eens SRG oe a enak TA eee Oe Re Wisin gs ena le: alae inly & dia tee $7, 284, 000 
SOT DOT MLEOUS «| Mee eater He ot coche RRM ce ant Pa cletai se tare aw 9 cia, 4.ghe ca Sco fete yore e 7,446, 000 
SHIPEGASLOM LD LTICR Mee Tes seks Ne Citar, wl oiacsia Ahern Foa% se areets a alae a Laue be 138, 000 
$14, 868, 000 
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176 BRECIAS sede cone 
SS DISTRICT OFFICE—Conc. 
By Cape hr eep -... Distance from 

3. Masor CIiTres AND TowNns— "Sherbrooke Montreal Quebec 
Sherbrooke...... Pe Bre SORT | HSCEI 35, 965 96 (136, 
THON: MINES, (oo eben Sebel Aeate ye Sie es 12,716 67 Wabi datie 
Victoriaville......... 0.0. ee tee eee eee eee 8,516 61 _— 77 
ASDOStOB Sof. ee eee ten eee eee es 5, 7il 35 130 a 
Magog, rn Pit ei rae art bears e vie 9,034 20 80 — 
Mogantie i... (0. eek sae cee meee nek cme ees 4,560 65 — 115 
CbatiGook oie eevee ee eee a rhe pen ees 4,414 22 118 — 


Uitenoumme tn aut Us PROPOSED SHERBROOKE OFFICE 


Inspector...... Tega Sat eV ARE ae eae eC oTeaTauN yh So 


Inspector’s Secretary......... sees eres eee erent ees 


Office Managers. cheesy fae. hag ome rem rin cme e ieee 


ASSESSING— 
Corporations... 1.6.0 c eed c eect cent enes 


Individual— 
Bus.and Prof.—-BsPiTn. inc ln ie oe be sae 


VL CVAO CLT Site OUND Vals nba laa pinuay Ta area races 


AccoUNTING— 
PP BAT terest Giese u's wets) + shiva da me vue mre neuen 


CASHTERS DEPARTMENT........-0 000: eee e rere 
CLACTON Coli a Sip ston alg ema bude io ehrebter ge ieee on ee Bee 


FILING—TRANSFERS. 0... cree eee eee ete tenes 


STATIONERY AND SUPPLIES...... 0-0 e eee etter eee: 
PVE ETE AL OOM Sues ole Ae ee Td tials RNG sun ty IR Se tele lar a Ne 


GeRNOGRAPHERS POOL... esse bee cect ne crete eee reece 


Tax Depuctions AND T. 4 Tax ROu......-..- +++ 65. 


Estates AND SuccEsSION DUTIES.........-++ 0060005: 


Stenographer Grade III............-.---000: 
Typist Grade I..... 6... cet eee eee eee pected 


Departmental Accountant Grade II......... 


Assessor Grade III..........: aA dj ids Cae lS RS 
‘A aaossory CATA OLs ice bh cee oa iene wes 


A sGessor Grade Lies osu Suge ee a aie rer aie ctae sues 
‘A sseseOr Grade Louis comes Seine oe pe Shean 


Cler BAGara.cle JL Ven, ete ives ae clipe ete mete ne A 
Clerk Grades. 3s otek oe eee eee ea ee 


Departmental Accountant Grade I........... 
Clerk Grade Tg io oie itis eel ant eee 
Glork. Grade Lhe i rene vs ose beac eam 
Typist Grade Footie ek te eo ial 


Clark Grade Ties eat eee eee ee 
Clerk: Grade LE ak Asia ike ae eee 
Pypist Grade Dre canes ean pte meena teem 


Departmental Accountant Grade I.......... 
Cleric Grade oo. irae ti es ee ie aes 
Clerk Grade Il......-° ae Psa Appa d SAS he 
Stenographer Grade a agit Pans eRe aaa 


ClerliGrade. LL. Shin an oe oe ee eee 
Clerk: Grade Estas oe ee oe ee 


ClerkiGradé TGs) 2.0298. o&. teers 
Clerk Grade L ma NO aN kS et a 


Stenographer Grade III........./.....0-.055 
Stenographer Grade II.............4--.++55+ 
Stenographer Grade I..............5+-++005- 


‘Ansessot Grades list t a's sano owas eaten elem 
Clerk Grades Voie hiwine sccsmss seni em 
Clark Grade Lis ices os cae es cisaen Aaa ly eee 
@ilerk: Grade: Bhi vee ve oo icd ai Ue eee 
Clerk Gradé To ti2. 6. a. oe hes is aie 


@lerk Grade (lea ics ike eee 
GlerkiGradedii vies bie oh gee ee 
Glerk Grade Too)... Seng a0 aes 


‘Apsesapr (Grade ers. LV On Anil ee ied eats ee 
Assessor Grade. [ii 2s icc Star ebe sais eae 
Cleric Grade | Vics cece vs oy eetatek ohare rate are 


4 
|. pippit eco me see ONE ON ae NR NNER om ett aor Ne wh ee as See 


> 
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TAXATION 177 
SUMMARY 
Salary 
TOG GOL sca tse rete ee Ieee elatas w nes aes yarlp aldo hao wi} i 1 $ 3,540 
PR REOGGOR: CHAS, LLLe Mees ate len eee awl ak Gy ML sui uig ch oA gh Sie sie yeahs oe 1 3,060 
Assessor«GTAde Len mene donebn THE Recs (ealeee le tele ue menace wetiogss 4 10, 560 
Assesson GradGsl aver se re hel dia Ae ad aae i las sate Ui img 6 dintesean ee 8 8s 45 5 11, 250 
Departmental Accountant Gihde BUR tcp. glad aD a NR ANA ANG OF 1 2,460 
Departmental Accountant Grade I)... ... 6... cece eee eee eens 2 3, 960 
Cee Tel ee LV ee ee Pte ee OP fe tah cts PR or He ws He ensy ered, eiavdgbybys, ahduin’ ny ta 5 8,850 
Clerk and Stenographer Grade TAS ae We oad nee re hia tele wis 8 12, 000 
Clerk, Stenographer, Typist Grade IT.:...... 10... eee eee eee eee es 20 24, 600 
Clerk, Stenographer, Typist Grade I......... 0 ces cece cece eee e eee 22 19, 140 


69 $99, 420 


MONTREAL CITY DISTRICT 


1. Terrrrory (area: 201 sq. miles)— 


eee Sm (0@CO@wO@(— “—owTaeNwyz*lee=gezl awww’ oe 


Population 1943 Tax Returns 
Rural Urban Total ol Ne T.2 T.4 
Montreal Island (incl. Jacques- i 
Cartier, Hochelaga and part of 
Laval: County) oo. cekelbeas epee 15,372 | 1,101,428 1,116,800 | 482,925 4,720 22,843 
2. ESTIMATED Cottections— 
ER PUCl ELON LS Wate See AL, ayes OaIe come be eT GI ED uy, WATSRETeiahd Mia etolatesal aide g) ove ayaeira eae $168, 064, 288 
LOOT DOLELIONS A a Ttcet ak Lis da cree NU Ric Ae alton e sy ter Mang wei A aliyia a a's) Snip ately one's 6 hoe 223, 533, 819 
SHO CO SAUTEED LLL OS eA tant, NM alent eacitces eta UCU: elapeeanila Ratha arastey or feb faline,tebiee a 3, 032, 796 
| $394, 630, 903 
3. Mayor Cities AND TowNns— 
WETTER ee a TIDn te ARIE a es CAPO NT OMG MBN HUM UR tia elu nathine all hate areal 8 903 , 007 
ENE en cal a5 Ate NAPALI! gue ae aah Seog 17 Gute fica g | av aeRO ed aru Ek ag SP ace AL EGE go ra 30,751 
Weer Tis ee ee eRe eae PR Mane DAN IU EAN IL oleae P asad abl 2 Shanes ah oct See ieralis AG 67, 349 
BOND ETT ese DANES a Degli Gg! 0015 kt IAL 2 La A A RR eC R  p y 20,051 
PST Grae ta VE NG IME a A 2 COEUMMSE RAT ets AEN ite CL BeNOR ge Renee Shee AN ae th We ns 26, 047 
NTO TEL OD LEN OLE ees ea re ee ERR acme Une me areas VAS Mua an NTE LIN asad Ur aia tal ot Nat ar ae 6, 152 
Se DUEL PETER ee ee ae eae Ree eM se Me Nas Pal Waa oct ara.la yGiaie old cstin ty 0 7Q\abeae Hi 6, 242 
ESTABLISHMENT OF PROPOSED MONTREAL CITY OFFICE 
EWE CEOT) wes sae Wes Fd ae Ws id aie nesicvol hd ns Wen Ogle ater nates sez e Pope Rat) NIU UVR A Unie ic ae es eens oi RPGR Hh 1 
Inspector’s Secr Meee SUC eae ae i ke Sr aaa rae Clark’ Grace. TV aioge oun eon erie werce che disteieny a 1 
Clarke (Grade. Lay cee CI pay jena aaa f 
Vibeic tant Tahettor REIL P RUM LM Beg Peter attire Tala Ripe TeUmaerrwe | SW OML ea hey hy, ero Nae Mai RA are UMD hat as, lig navenace (o fares } 
PTOOULIWG TASHISLA TIO. ler Ue HCeRie S ae ea, hi iee tliat Wate Wa cee <\eterw Ayale ucw ery etal d| & oe lacelel Suse ola lawman g wee al al I 
PR RBON NEU oye eo abe ah ee Wi teas lS ely ee eas oli ye Assesaor Graden Via teres Cor wads Patels aisneie 1 
Prineipal Clorky Go corel nae a ede noeeae tee 1 
ClorkeiGradenh Vive wna a eae iets sata araaiats 2 
Glerk Grade TID oHat autos hares roe 1 
Clerk: Grad: EE eis sea a ae ea eae Mealenataet ve 
Stenographer Gradevk:. 4 iv aye te oc aeons 2 
es Typist Grade Ione wae sah et Se dat aed Wert 1 
Co-ORDINATION....... MARY RS ih TRO Sane MUN Pity, OEae MARYS 5 ABseasor CHEAGGV bio) Se Mice vote ee etl os 1 
‘A ssessor’Grade LEDs eg a in eh ete ote 2 
Principal Clery iiiou eh oo daa vow ate dene Sarat 1 
Clerk Grade LV 3 She ne uae dacs oaitreteatos 1 
Cer leh rad ev Deeg era alan Aaron eta tatate ee te aes j 
Clear ade), TR eae ren atin way iia 1 
; Stenographer Grade II...............005see 1 
POO UNTING \s 5 Ga cine ocala ola Murph ceo uhinia. Soho ave # che Departmental Accountant Grade IV......... 1 
Departmental Accountant Grade III......... z 
Departmental Accountant Grade I........... 1 
Glerk Grade Lvs psn ha atenalaedn ete 8 
GlerkiGradexk UD ia hea ie eau acetals shaearale 17 
Clerk (rracdon] Tee Mes poids eed Paelate F Carats 70 
COP UTERO Ey Ue etek eee Sloe ate athe 28 
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SPECIAL COMMITTEE 


ESTABLISHMENT OF PROPOSED MONTREAL CITY OFFICE—Con. 


a 


CASHINRS DEPARTMENT. 0 ssbct bee oles pellets = eae aha s 


ASSESSING— 
Corpor gions e242. ios es Wek Ge eee nes seme barins 


(TaxiRoll and files ich) yeas. esse es 


DN ELST LAS oe coat SN ees a A ey a ein ge 


Business and Professionals........0.cccceescceeees 


Salary Income over $5,000.......0ecvevcvcccccoees 


(Section 5). 


TEU PeCwuls 1 OCC. O ae cat ae see Ce Cece oe steer hee 


GRECKETS (GSCCET sho oes ed eee een oe PORE Dee ae 


WVION=TLES sO gr ce cas yaks CON oe oe eae PVE MER eae 


SUCCESSION DUTIES. (sc) ic). 4% e's 60's 0 'uls'a b/c 0/0 a's os oelp wieivne 


COLLECTIONS eats oo elec 2 ee OLE ee ele ines 


Clerk Grade IV 


Departmental Accountant, Grade II......... 
ClerlsGrade ll cs to eee. cee eae eae 
Clerk Grade II........ ehh Ae ECR eee hate 
Clerk Grade I......... joka pec berets sos, Pee Sree Renee 
Stenographer Grade IT................e e000 
Typist (Grade Ll? iy. -sese eee ee ee 
TypistiGrade Las) 3. ch, tilts ee anal oh erent 


ChieMAuditorin Once fos ae ee eee ee 
Assessoraarade<V Lid. iticse wees. onlwalsow em atcmens 
ASSOSSORIGLACC Vac: oe nee Fee ee Nene ene 
Assessor-Grade-L Vays. titel eacterteerios: 
Asséssor;Grade Lllvc.. Un Gas ve each aeons 
Assessor Grade II—II-A..................02¢ 
Assessor Grade I 


Pero ecereeresreseoseeesceereseee eee 


Clerk’ Grade. 00) ooh pas See eee eee 
Stenographer, Grade IL. >. 3... St. sow ee see 
Typist Grade I 


ChieirAtditorstiass.cce co ee Re 
AssessOreGTrade V.c5 ic. ac saminda sek cee aan 
ASSeSsOr: Grader Vien: «os oa os Soren ee Eee 


Clerk-Grade 1liz.crs. 72... ofiks isch ee eee 
Stenosrapher Grade -Ily so... 2; sean eee 
Typist. Grade sc toccs ve ene cho ere ee 


eorceesece eee eee eee eee eee e ee ees 


Assessor Graded Vises sic pa es be ee eee 


Assessor’ Grade: [[Ltcect «. scl Sane eases 
‘Assessor Grade-Lhos) 54,0 CE Fee 
Assessor-Gradestne knee sc ue onde eee 
Glerk Grade DV os ad on eee ee 
Clerk: Grade Io ca. 3s ie ae ee eee 


Clerk’ Grade Tho ek Te eee eee 
Glerk Grade Tica ws 2 SUG is a eee 


Assessor:‘Grade DV2.i. os Ni pee eee 
Assessor: Grade Lilies oe ee eee 
Assessor Grade [Lic otth suas face abe Ie 
Assessor (Grade ti, icnth. Soin oe onic oe eee 
Clerk'GradeT Vie aie eee ae 
GOlerk Grade dae a ae ee ee 


Assessor “Grade le. 4.0% vue as ase bee ee 
Clerk Grade@sG oe ee 
Clerk Grade: Linn. es eee cee eee 


Assessor Grade: Liles eee eee 


Assessor Gradedlioss .5 ic. so cscs ca see oe 
Assessor Grade anit soc va een wees oe ee 
Principal Clerk, 26.5 :..\ss. ve desis (Ae ee 
Clearly Grade DVB oun OIG Ane eee 
Clerk: Grade Fite oe? ee es ee 
Clerk’ Grade bie oe ae ee ay eal ee eee 
Clerk: Grade tira. 02... OS a ee eee 
Stenographer-Grade IIT.: : cc... 
Stenographer:Gratie Il:323: 5:4 c/2sse eee 
Stenographer-Grade I... 8 2 aoe ee 
Typist ;Grade1h. ove. Ca eae eee eee 
‘Lypist Gradediv i simone so. tone oe eee 


Departmental Accountant Grade III........ 
Departmental Accountant Grade I.......... 
Glerk’ Grade Lyin deits a talc seeks aerone eens aie 


Stenographer. Grade I... J... Ae. a pele 
TL ypistsGradeuls fon < oat evince sintte senna 


a 
WO, RR Be See De PH eH Oo 


fs f=. 
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TAXATION 


ESTABLISHMENT OF PROPOSED MONTREAL CITY OFFICE—Cone. 


PRG TON srs Cito. ce 6 eam OS Che, Santen a1 ar ale. eParg.leia "es GlerkiGradesl Vee tick oan es Pai i 5, 
(Memo. 47 attached to Acct.) Olerki Grade Ts yesh aucune ap od cnn 
: Clerks Grade They chide Velo aie eee as 
@lerk Grade. De vs. asa dene eh ns neers 
"PRA NSVER/OBCTION ss coe cokes otic os oe Kictasiacn elaine s PSPC CTACOs L Vou. Milec caine a colo wae Sra eterna aers 
Glerk Gradé TLLay c. iicgees cst e ue? en ha! 
o Clerk) Gradel bl, s® on. 2 cao. ees ee oes 
@lerk’ Ciraderl oie ee aU eee ee ene a eae 
Typist: Grade, Ly tue a. seas tie coe nes meee 
PEAY! ROLE ce ise ce ae ne Seto oc ea ecelat tle oe iat alt ¢ Departmental Accountant Grade III........ 
Departmental Accountant Grade lI.......... 
ClervkvGrade EViiy it Putas sce Geode oo one ee ; 
Clerki Grade Lee A a6. sake eke wee On us oor 
Clerk Stenographer and Typist, Grade II... 
Clerk Stenographer and Typist, Grade I.... 
BILINGeDEPARTMIUNT: cos uncle dec pie win ani dvides + obs auecd : Principal ter ay ear, stn av-catine at tacite stots 
GterkiGrade EV. oon ace as aes oo ee eee 
Clerk Grade TE o is. ecw aaa ans we fats 
Clerk: GArAOG EDs Pan see oe caelh eetra.ol us oye tara hae 
GlerkiGrad elas und scares hoe Suenbeneileres 
BEMAIE AND STATIONERY «.sccccle cise cic a edie Vc 0 soem sei ole) PRINCIPAL CLOLK ys hoges as nk acto na eee eas 
Clerk: Grade LV... soc cals vnccontts gate cereleral ot takers 
@lerk’Grade TE ears beac. baes OR aaa 
Clerk Gradenbt worn dees cee ences omen etna 
OTENOGRAPHERS POOL. ostiidas les sclewan se eage cle ea it's Clerk Graderk Vii ta. bre hee coe e ats ena 
(Including Typists and Assistant Typists) Stenographer Grade TIT, 0. vcicee ap eice se oe me 
; Stenographer Grade [ici tii... oe sv dae 
Stenographer Grade -Lie.c oan. ew oan cenar 
AMPED COTION: 29s Wadale eas asian a’sta waar anes os sTetaers 6 Accessor Grade I Vict s oiacie cls osisheion cottitins 
Bayo Audits. jjeute. test eee, Jas elle os nssessor Grade Lhe oct s com ce sem cio d sce oleate 
Pee A TaformatiOn’ cas iiss) Ge Uric dae oteae seh were Assessor Grade De aka air aelcese ces 2 eran 
Principal Clerks «5 vidoes de dein ses aan ee 
Clerk Grader ly ao fuk se ete ee be eee itely ties 
Glork Grade. LES oie saaan scambencee ee cee 
GlerkiG@iradé Liv Wee. one Cae cee tonte hy ene 
Clerk Grade Ti icc sees cok Goae a hp Geena ore eee 
: Stenographer Grade is. 2.5.05 boc fae ees 
3 PV DISUHGTAGG IL. Sade ev ite Sele os cig yeaa 
PMLINGUBNT COECTION vis «cc's: sce cl aie v'ole'e ols atefote ates te nies Principal Olerkes Uy pecs caste ch oe who lhe npae a hare 
Plerk Grade. kh Vic cpa eae we as aes eae 
Glerk Grade dive. ties ee ee ae 
Stenographer Grade Il... si ee de as 
(Typist. Grade Lao. ws. ves econ eens Bedale ae 
SUMMARY 
Salary 
ENSDECUOL Se ere Se coe © buon Mis teeaye df Peat e Mgerh stint eels wake, ade, 2.0/5 1 $ 6, 240 
INSSiStant, LNSPCCtOl a. snob Oe alee Gla oda an ee beats oleae giedte oa des 1 4,380 
CE TCERA TCL CORA eh ee ee: AER Re Ete rele IL oot fs claridis petigr trate 2 10, 200 
NES OCUCLY OLA BSISHAN Gitte. ic) oss bie ceca Rea a Mia iis teas eras 1 4,500 
PASRORROTY CAT ACORN VEL Heer fos 9 coas, Heal rs Meat aae a ee Mas eta Mciclite wie diniea leer ees 1 4,380 
EA RAC SHOTS CATAAG IVa hee cess ole id ele TUR gf re tidotc te stata era sis oe Chea elects 6 23,580 
LRaeSsOr GRC OELV cee aor ate ed be hon Ok Rabie weet tie sade fae herein 26 90,480 
PARHOSSOLIAATA RIG, EL LG Sepa tte likes tes A Re Bnths Hee 2's tha re ares ioe 37 113, 220 
RRA SRO CPACO Ta E LAN rks fe dc cares oe eae pile Gone wt e ined ade @ 82 216, 480 
INROCASOT: Cal CLend Cette ie een ale eee eo bra aie Mle pucloie's dave 103 231,750 
Departmental Accountant Grade TV... . i005. seccecntebe ces seers 3,360 
Departmental Accountant Grade II]............ cece eee e cece eee 3 8,730 
Departmental Accountant Grade IT........... 0. cece eee cece eens 1 2,460 
Departmental Accountant Grade 1............ 0s ccc eee ce ween cece 3 5,940 
Principal Clerk vane eae asia eons ei nienciclets cai ieseep aletaiens nina oss ss 8 15,120 
MS TOP ee CATO ee ey eS crate isen te «wate ogee as cud ated aap OE LA 0 ods ew aisles 127 224,790 
Clerk and Steonographer Grade IIL. 2. cde cise we aie eee nse ve ts 85 127,500 
= Clerk, Stenographer, Typist Grade IT........... 0... cc cscs eee eees 367 451,410 
Clerk “Stenoerapher; Typist, Grade Lisaiies sk ce an e'es seem lees 293 254,910 


1,147 $1,799, 430 
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180 SPECIAL COMMITTEE 
MONTREAL No. 2 DISTRICT 


1. Territory (area 17,888 sq. miles)— 


2 0 Pe nee ee een eee Serer mS Pa SSS ADEE NR EP ISS IETS INSU IE LTE a LAE LNT SCN ES IE LE LS LT EES SESS 


Population 1943 Tax Returns ~~ 
Counties —.— 

Rural Urban Total i bt | TAZ T.4 
AY oen teu: eateaic hee ako eee pe ae 12,533: 1. © 10,1387, 22,670 3,016 14 118 
BApota tos ve sede: ee ee umn ee 12,000 5, 642 17,642 629 15 19 
TSCAUHAETOIB tire ols cos be cee soles eae lt 6,711 23,558 30, 269 6, 237 | 16 179 
PErtiieroa at cre Soe ne es 16, 552 4,681 21, 233 1,403 6 39 
Chava cilia fone tees aaa tees 12,035 20,419 32,454 8,727 26 188 
(SHELCAUOCN RY. Syn tice cet oT eae 10,175 4, 268 14,443 1,244 2 45 
Wetix WMontagnes.”, 6 eee eee 12, 232 4,514 16, 746 879 4 19 
AIA M ON fe ig a as Senco a 18,375 18,308 36, 683 3, 750 21 141 
Huntingdon, ies aR Ones See 10,013 2,381 12,394 798 9 64 
a Garey cqig th tc tdi CRD Reger URE Me :tgr baie 6, 125 4,148 10, 273 GOS en aoa 27 
TIES TTR ee tee ue cho me ee isin nea ahs 17; 528 14,190 31,713 2,855 13 139 
iotiehie Rae ede ke he 17,139 | 5,885 | 22,974 716 |rott.) {| 2 Of So 
TADLalrien A woke Huan wees ein ecse ay 10, 224 3,506 13,730 1,524 7 na. 
C Bip Wels Poy area on (at RUCURLE Mum NIN he IAL, Age tO 11, 281 6, 262 17, 548 1377 5 51 
ited oat igs RAO ARID eng! ete eg i 13,412 8,519 21,631 4,067 4 91 
MGssisthiOts ren aude ame ce + 4 eben 10, 269 11,173 21,442 2,409 21 107 
MGnbCH Mn oes hs es atee ake sede igs 11,912 3, 296 15, 208 533 0 24 
NTL COL VL LLCs, irs ulicscrekveat silent s nieces 5,908 2,421 8,329 353 3 17 
BTC OLGA he. ic lewit wire nhe woe ae Fis oe 8,078 15,613 23, 691 6, 434 13 104 
EPO it ae SETUP a va ae ee 10, 038 5, 804 15, 842 1,009 7 44 
HOHOTU Tt eeu hen uta aac ee aie 13, 076 20,311 33,387 3, 696 Bie 168 
DOULANSS SU oasis wince ey t's Skate 6, 143 3,185 9,328 893 2 15 
St yah Ghee white dap etaene 9,493 22, 152 31,645 3,633 32 212 
SRE Pee) CRC ARE > RaW Tur 0A OR, Salat 6, 064 14, 520 20, 584 3, 697 40 166 
BITE DONNOS Pipe abs ee A heals yak 21,010 25,854 46, 864 6, 584 35 278 
ACEP EAT Lon (abe gules Sialic Ame oe 7,580 5,590 13,170 1,358 6 of 
AVES iol A en ere sch a te SPs BA, Re BOAR ae ah 8 Th 8,379 5,835 14, 214 Ap 3 22 
SRG CRTSN [az AMI ROE A AMAL Me ALY an 12,647 3,869 16, 519 554 1 11 

316,627 | 275,991 | 592,618 70,470 342 2,401 


a 


** Nore.—Laval County above is other than that part on the Island of Montreal. 


2. EstiMATED COLLECTIONS— 


TNAPTRAWEIS. Hails oT Mes bat saa Wak ee meas SheMale SIR cia ail Snir eemedsa es Wa Note Lee aes $27,061,000 
COOPPOratdONs hc seis CRG oh oie does hese LE clita 4 tan Aaa okatel celina ae a pe Ue 16, 104,000 
SCBGSSION sLIUTIOCS See oleae ha a yer ie ogee Aa a seainpete Net staal ea an dee egal 488, 000 
$43, 653, 000 
Distance 
3. Masor Cities anp Towns— ...., from Montreal 

PI FUNAITION VaLG iki ete Aig shale} aba ale evi Sed ea ye ale ia aL tenet 2g 10,555 84 
Beran Dy OSes icing oy CR dating Wie ahege ieee eo (hae Ne oles at aa eR Rea era GRRE 14,197 47 
BONELCO Acc bi (iN Lisa Met, gan Se arate tary thy Bae Get VEE LRAT SC aR eT C&S 12,749 36 
EP RLVACINEMO, |. WulacAtse Fok wialee N Ares cide cok sc area LOM Ohaus? Via SNtuat tT Pal Be iol ae ced 17,798 44 
SE OAN=L DOL WILL] Os Patera as shrew eerie: Gre eieberes ti URSA cae BON SrA Percy fie Ran De 17,100 26 
PPE POFOTEO. MDE I ian deca dle slab said valine aos tatis a tema) hela ANY IPED 6h 11,329 25 
Petar) BEM Nera AOA Ml TEAMS Taye AC TgO Mak yl ce LAU Nr Fy Baa IAW gb pS 12,251 44 
LET OIL ih MH neN'S gia talc a wilials ase ethdia Bhd Walaa ke aa dal Meeeteriade che: lie 8 17, 052 40 
PBB GHUEG Coe fe PE IID RBar S il PO Va aualaeek Beata an det RNase mae ea ie 5,310 40 
TAQUOUCHIL Fahd ky oh he hace BA has SeMaNDR Bop Bie) eH el eee aE IR aha sie 7,087 5 
Sty Learn ber ti) ie sie Riese are sha) PUR otic WRAP a otk ala aR ane DT Nte Mihail t 6, 147 5 


Tah, Gay Sir 
| ae oF, Ce me ee 
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ESTABLISHMENT OF : PROPOSED MONTREAL No. 2 ) DISTRICT 


— 


Tasneaton sss yuku aseas Gates Shim eee sees Ld tes eto oerade EA Bae, RSW, Sa Male Se OR AG. pig! ing ele 


Inspector’s Secretary, etc........ Ree E UY Se ern eA tl< othe Cloris Gradel lV tinue suk ashlee ates 
Gloria Grade LE shes ie Fe We aan maa 
CterkiCyrade Lew Peas dec he hep os anal oats 


Pihiot “ASSESSOR 6 hu Oo els eae a eae etna an + are wg Aas Assessor: Grade) Vie ol he dee Puke oe ee ee 
Ae aautive A Ssistan Giese Tene Sent e ca Pe gael rcs ingens AE oman kale'syale spenders ite a tse tind Baa 
Executive Assistant Secretary.........5:es essere eee Stenographer Grade III.................... 


IA CGOUNTING Soe ae SOE nia ate care tre Sujecel es une ena 3s Departmental Accountant Grade II......... 
Glaric: Grade Ev ee as ee i rae oud gehts 
Clerk Grade ELE seals eis ales ae Xk oyelateel ole 
Glerk’ Grade TEs sii) caus oo. ay APRA Ay. 
Steric Grade Lect as bhai alin aH SS A WNDU 
Stenographer and Typist Grade I]........... 
Typist. Grade I CE ERAN UA ARE L ee OLS oP. te: 


, 


CASHIERS DEPARTMENT.....2-.- (css -eeecceescesceer nas Gila eC SE Ae TN i ise oe dst ates as oad peace ited aoa 
| Cher ke Grane s er ee) dort tite wo aareee tanpetiy a er eione ane 

CYerle Grade Li veh eM ahn Cantal ct sedi ecare 

Pry pist Grade Pe in oa sd. hoa ge yey nena a 


Git letond oo. LY PISTS ieee setae s sisig bes eres aoe Ne Clarke (sade ll bees eile a he Un ten ena mae eats 
Pypist Grade lle) tect oy elms elec lenenaen gates 
Stenographer and Typist Gradel............ 


— 
QOnwe Whe ON = i —_ = _——— a 


He OO 


ASSESSING— 
Con porations fois, ana dae Oe os gee Us ada Pp ore he, We wee ahah TAGROSROT CITAGELLV soaus gure ne Relme sol Mintite elne 
- ER GSOSSOL) GEA G LL Lette ee a an Ge Ree NAR A ou 
iMasolsOr CATAGOE LY 2.0 oT eee Read tn ae pas 


bbe 


Business and Professionals. FP on ARR ner ar ae Uh Ae IAESOGSOT CIPRO ENVY orca oe eee ek, Ramer 
Assessor Grade ITI... POMPE ON Lb alae una aaa ENG 
TN SSOSSOLL GLACE Llu atauinlU Veiedeheue ly fl otevone tatayeteng 
TA SSOSSOTECST AC CML neue to ttrreren we tetany arsed etulahaes 
Gerke Cor ade LV acer Wen Oe alpen arecminelder ads 


ME CMOUST wrwienn, ve RS Lewis + vee eeideee anced mcs Assessor Grade Lp) (uo Gt We cis th elena 
ler Grade LV ee din cw cin eu see ccoumons oonrat etanmee 

. Clerk Grade III:......... Ba a UE 
@lerk Grade Tsien alias 


moow ke 


EstTaTES AND SUCCESSION DUTIES.........-..5002 5005 Reseesor Grade Lh ie. sons eee cae reste ees 
ABROGGOr: GOTACG. Ls hick de aio nse hee! f coulatn waa maak 
Clerk Grade IV....... LATING AEN hen STAG ise opt 
Stenographer Grade II..............--+05+: 
Stenographer Grade l....... sEbw a eh nace Rees 


OL CLIO Gee cero ee hale hed od iain Rk i IONE o ar Be Pagan Departmental Accountant Gradel.......... 
Clerk Grade LV ere iy ee es i GR 
Clerk Cv ade LLL aeicee ewe sutar ge eauiie mage 
GTer VATA LE idler clk Ma oak ele OR eaC ae aD a 
Stenographer and Typist Grade I.. 


PILING AND TRANSFERS 2505450 c cs beats ceo elie ly tle us Clerk (radeck Vitis Mii nig Chee eae healer nae 
Glerkitrrade Lite rey ree grok oak eee Gel eae, 
CEST CAT ACG) EU Che ea eg ioe G) Shorea a af iat a ae 
Clerk Grade ees ieee epee aT ice anne 
Typist Grade Ley Se cast. 5 Becots a eid gal oho ee ats 


bRONWRE RPONNE BREWReE OCOWNE | 


WEATHERED SOUP PUA ce ets i a aes omen ele pun hnleisy ae @ ur Clark (STAGe PED ye ee eae oe Ee aia eiel be ial e 
Clerk: Grade Ede 8 She sick ROR aye ta hater 
Clerk Grade, Dyce tie soi e ee oe in oo tuelgra nye heen 


STE NOGRAPHERS: POOL: Seiad doil Wels p isereleiee een sis oar ee Stenographer Grade III.............+.-.5555 
Stenographer Grade II.............0-5+ 2005 
Stenographer Grade I.............00- eee eeee 


Tax DEDUCTION AND T.4 Tax ROLL..............+-5- A BBOSSOT. CATAGO: Levees ee ele ale oe ls geen anes 
IN SSOSSOLNCATACE] Maisie Haieieveneysbccaiade totaal ors, ecko spiic 
Glorki: GradekeVenee: boas Cy epee mates ee 
Clerics Grade LL ey era cline ots oaanerane s 
Clarke? Grade Ll eis ok ke waded oa eoan ete 
Stenographer and Typist Grade II........... 
Stenographer and Typist GradelI............ 


on NN Ore > Dr None 


182 SPECIAL COMMITTEE / 


ESTABLISHMENT OF PROPOSED MONTREAL No. 2 DISTRICT—Cone. 


MLAS IROL So wel his Cote ee hk sale iacarcis Gf RU an oar ew cia! Departmental Accountant Grade Ee rete Pa Os 1 

Clerk sGrade TV. tick eek wees ee ee 1 

Clerk-Gradé TIT Ne Se een ae a 1 

Clerk Grade\ Lis. Bio 5.06 ee ee eee 7 

ClorkiGrade I-37. 28. eae es eee eee 10 

Stenographer Grade II................+0.--. 1 

Typist-Graded ses keen ee 4 

211 

SUMMARY Salary 
UNS pectOr s ijn aes Seas aue Bek ata gee OE Eh a ah EE cl Nar 1 $ 4,500 
ixecutive Assistanticic. acek: a. sau tel. Ogi cen eee Ina oe ulet omen 1 ; 

‘Assessor Grade Voi ilnnec ue oe8's mos ORL eee ay VO ee Oh 1 3,930 
ARSeSSOr OLAd eal Vid. otic so ces OF ced aE aes Reales ce RM Soret ee 2 6,960 
Assessor Gtade LID tay St = atc. ey ioe es Sane Oe eee SOREN ear ae 5 15,300 
Assessor: Grade TE pe cM. bata oa cul eatnn Gees t Nt Sa ootcang 0 ae Mannie loan San 9 23,760 
VASSESSOT “GLACE ILS, aise sata ol? haus odie we, SAE ee ety Aa ern eee ra F 15 ; 33, 750 
Departmental Accountant Grade TL aA Oe See Ree ee oe 1 2,460 
Departmental Accountant Grade ly. 2.0.05. belo: ecaw ees a ee 2 3,960 
Cheri’) Grade l Vir yen a Ae ate eabek en eae oe iL er 22 38, 940 
Clerk;and: Stenographer ‘Grade: Llyn 2) pee ee eee i 25,500 
Clerk, Stenographer, Typist, Grade [Lis isis ncske ee oe 75 92,250 
Clerk, Stenographer,’T ypist: Grade Li. 232.0) Geese eee ee 60 52, 200 
211 $307,510 


OTTAWA DISTRICT OFFICE 
1, Territory (area: 21,444 sq. miles) (Excluding Leeds County)— 
eeeeeaeaeaeaeaq=q~uoouq<«<—a—«weaq=on*@=s@a=®o>a>»@»@®>=® n»@mamouSw9999mam99m9m9S9mSmS eee ees 


# 
Population 1943 Tax Returns 
Counties ——_———— qj] ue 
Rural Urban Total ‘Tat J MY, Te 

Ontario— 
TRENTO Wb bid ohuke is ee oe Satie ome ata 30, 080 24, 640 54, 720 7,201 40 459 
COSrlieton fiat een as edd cee 37,666 | 164,854 | 202,520 78, 548 454 3, 606 
PRUISSOLL AS Se Sei eerie Sah eels 14, 387 3,061 17, 448 924 3 — 394 
ETesecoter seers okra k ke oa ak Gis eee 16, 445 8,816 25, 261 2,354 6 223 
Clone arry he ae haa A ok ie AO) ee 15,069 3, 663 18,732 927 5 200 
DCOPMION Git O60.) one aoe mA. ane 26,391 14, 514 40,905 9,508 28 793 
LBTNVaek tes AUR AUN dei a) Saab Mae ROM ir ame 11, 563 4,647 16, 210 1,466 5 141 
fen ville says thi aioe Sales abo S 9,095 6, 894 15,989 1,800 21 148 
BBE TR lett yee Some oo BOP Ia ao al, 14,015 19, 128 33, 143 5, 022 30 376 

Quebec— 

PADITIOAM Fistt.t dell Ofte ne Pe ae 16, 423 11,128 27,551 3, 889 7 45 
SEI CARD Sea Se et RU Ae Te OO 25,709 45,479 71,188 10, 897 54 465 
RODIN IAA MEN Shei CNR tlh CU ab eg 155255 4,597 19, 852 1,069 7 141 
RET USETACES J). cil) Fe obis Gh sk ie Abs Sees Vo ORES GL OE | |, CR ne 66 125 
232,098 | 311,421 | 543,519 | 123,605 726 7,116 


Enidividuslay os sca %-ciw vues ciel ote Ron Tats y aaa ee nes CRD Ge $41, 044, 319 
Corporations Recs 5.0 P. pedi de Se Rtas ee ee OR en ee 17, 494, 604 
SUCCOSSION A DUbLES! {5 F201 Fae ae alte eo ake cc ori ILA aE A AR ey ea 540,075 


$59,078, 998 


TAXATION. 183 


OTTAWA DISTRICT OFFICE 
1. Terrirory (area: 22,344 sq. miles) (Including Leeds County)— 


el oe ee er a aE SS a FR SE AD IES IE ES SAY SLL AS EE 5 ITE 
ee ee eae eae ee A a CT 


Population 1943 Tax Returns 
Counties Bde Nin ie ig REG SRS aha FE da RACE as 2 ial Sse h 
Rural Urban Total T.1 T.2 T.4 
| 
Ontario— 
RGHITO Wei slcket Cee eee tere 30, 080 24, 640 54,720 7,201 40 459 
Carleton. poate ea ae ree ae 37,666 | 164,854} 202,520 78, 548 454 3, 606 
Russell ci. cs ee i eae wa 14, 387 3,061 17, 448 924 3 394 
Prescottises.n. CUR ee ade at ate 16,445 8,816 25, 261 2,354 6 223 
Glongarry< oseea es os ees 15,069 3, 663 18,732 927 5 200 
Stormonty oss eek orctee c rae beets 26,391 14,514 40,905 9,508 28 793 
Dandas. 220. ees ba ke ce 11, 563 4,647 16, 210 1,466 5 141 
Gronville: fot Buin cies Seca eee 9,095 6, 894 15, 989 1,800 21 148 
Teeds ss He ok eee UT gees 18,876 17,166 36, 042 5, 856 42 458 
Banark: ) ean s see tehels ate kaka Pee 14,015 19, 128 33, 143 5,022 30 376 
Quebec— : 
Paninear occ. , Fee ea ee ee 16, 423 11, 128 27,551 3, 889 7 45 
FUSES ee ee Ae res s 25,709 45,479 71,188 10, 897 54 465 
IPONtIAG.. eat Ae otras nace So 15,.255 4,597 19, 852 1,069 7 141 
250,974 | 328,587 | 579,561} 129,461 702 7,449 
Cher SL atraCl es eat ea ae ae aed COO Tea ETO aha woes = fales cada neta lees weet wk 66 125 
250,974 | 328,587 | 579,561 | 129,461 768 7,574 


ee 


2. EstmmMaTED COLLECTIONS— 


CTV IG UR eae ie eer Ok cio Unk AES SUS ns a Ue Wade sone wo...- $42,944, 319 
COTPOLAONS ea. eles ose da assaf ssp ADM aL Pcce Six «he mip viele gel elais”e ang 18, 494, 604 
ST CCOSGIOIT LLCS ee aT oi tens Caan Cie Lig: te wle,S i ote st daia olae ate oh eee 566, 075 


$ 62,004, 998 


Distance from 


3. Mason Cities aNnp TowNns— Ottawa 
CHER Wee ee ey ore Ree Win Ae ed areew tle «Gal tthe Phd wile sueith so evans 154, 951 — 
bE OT ile eee ie TRC eters petri gi! ee ea el te 32, 947 — 
POT DIG Oe eek, OL Sh HERMIT Rtg beta met cad hare 4 Seals 9 11,159 98 
Teese aR id. Nick Rah ae eee pees bic, c ido ch SiS cheno: OR tC SCRE REE PRE RaGE a 63 
TES tg eke Clee May AEE Cd RAB De Beha cag REN eT EP) ieee a a ge ea 7,966 5 
PUAWKOSDUEY 60. cree cine she Oe rune DE dine Sie Cadi ea Yip treks asthe ak 6, 263 62 
Gate og an oe Re leg Ger CRRA A ty aa ARON AA Reng ear seh 14,177 75 
PrOGR STG eae Rea ck ee CAE On Ee hes ay Ni tenleys oF a ahesg 11,342 74 
(GPA ANOCMUE Ave tiacedees (fois rte ROCIO Y Serene saree e slare whale sale « 4,044 105 
Syn PETS ETL Cee Me coe Sha ane Serer hale oa OPC ty ET Shece bate wc ae-w Dalighges! Suetecaie 7,159 42 

OTE Nn Ne eee et Per ee Tn wn tes leg MRR IRR. etm eMc stain: Se cial eats alicEA ORC). Srede 4,458 - $§4 
Gar lOcon RCS rca ae fo a a A ene aac seaty csevalend atehe ee due 4,305 36 
SGA VARTA as cow sttireentha ta da atarsje SeMMEMCMURCIt Me Sete a's os diel als s'uhe-s'e pis 4,516 30 


PUSDOGEON ars asses are Sak ee a Aid Steet sae ca sha as GTAAGie hist es See eco ate o vibe Gack aaterere 


Inspector’s Secretary and Staff Record Clerk........ Principal’ Glork si ogsnics. os gaia gs Aedes wae 
Clerk Grade: LV serie Le ew Sere Bee eee graces 
Stenographer Grade TT)... . eanc ss ee ane a 
Sy pist CaPAaces ban we oo njelt ise sine = ¢ weeny emai 


om a 


Executive, Assistant... 3 > vos on Pie ee eet Mes koa ea ML eI a tae) can ae ay ora ea maiacoey shemaeree, aearene 
Giiief A SseSsOM ey crs he a ee are ine uaa Nera si eneee wis cvehs INBSCSSOLSCATACO AV ere aie erase leeaene eel aiate eens 


ACCOUNTING: = sarcasm acne et nes Oe Sete ns wilde Departmental Accountant Grade II......... 
Glerk' Grade lV esto. cSek.u os reas eee 
Clerla Grade LLL ues. sowie co euone ttt 
Clori Grade Lie titted. cs ced Met amen weed 
Clerks Gradesla. otekecs «where a. se tenes wean 
Stenographer and Typist Grade II.......... 
Typist trade Doce wich dle. es ee ry) ME 


bo 
POP Pee i oy 
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SPECIAL COMMITTEE 


ESTABLISHMENT OF PROPOSED OTTAWA OFFICE—Conc. 


CASHIERS: DEPARTMENT. 5 0. 5, aba oe clone See CORI 


WS Banya TET eT VPIsts. 3,85 cc, steak ety Lae eee 


ASSESSING— 


Corporation...... 


Excess Profits (T. 


olay’ es 0 2 6S pe oss iol eo «leis is asele okt Ce wR > 


Dh Regs ke ee ene Gene 


Business and Professionals... .........02..000.00000- 


Memo. 47....... 


ESTATES AND SUCCESSION DUTIES..............0.0000- 


COLLECTIONS......... 


Firing DEPARTMENT 


Matt AND SUPPLIES. . 


SUAS NICOLA ts Bane 


sess ai V0 6 t 2 0 5 6 a > Spates \0 9 00. syielm ie eee 


Se A ee ee ee es ee ve 2 PS jr eee ee 


or Bees ewes esn seer ererr eres eeernese 


Ise Grnde THe Ur teene ae  ea Det 
Glerk Grada illic teats ee ee eee 
Clerk Grade Lik. 2:2 ae hen Soeee ee 
Ty pist-Grade Loo. c ewe tec nds pekinese 


Ciarida Like eee ii Nigitebach ok MO: 
Stenographer and Typist Grade IlI.......... 
Stenographer and Typist Gradel........... 


Rasassor Grade LV¥s 0) b soe eee 
Assessor. Grade IIT os ek oe ta ee ee 
Assessor Grade [lo oa ce og ls eee 


Assessor Grade. LY 730. dos..cteee an oe nee 
Assessor, Grade LL ce are ae ae eee ee 
Assessor Grade. Res (ee ee ee eee 
Assessor Grade I... oe i ae Pe eee ee 
Glork Grade TV ci; iso) dee ode ee eee eee 


Assessor’ Grade Lid 225. tee 
Assessor Grade Ll... uae eee eee rr 
Aasessor Grade. so)... a fuk Son eee 
GlerkeGrade:l Vigna. eee eb d, ae 


Assesser Grade Los... Se ee ee 
Clerk Grade TViis5 ot. eee ie Pe eee 
Glerk:Grade. TL oe atinice cee ee eee 
Glerk- Grade That te ek. eee ee 


Assessor Grade TV... 5 Ue eee 
Assessor Grade Lhe toi. can eau ake eee 
Assessor Grade Ti... 22 ois, es as ae eee 
Ghrk*Grade EV s.4405 cieus lanes: tees $0 oe 
Stenographer and Typist Grade IT.......... 
Stenographer and Typist Grade I........... 


Departmental Accountant Grade | arate 
ClerktGrade. TV 8 ea. Oe ee Cee 
Clerk GradeoDih. So-0.8) 205 Aaa eee 
Clerk, Stenographer, Typist Grade II....... 
Clerk, Stenographer, Typist Grade l........ 


Clerks bSTROG Les ale ado aes a Le Oe 
Clerk Grade tity. osi40y oe See ee 
Clerks Gradettiv. 2. oi ae eee ee 
Glerk Grade 25 000 ou. Pu kee eee 


CAP OSRTACG: EN 2 ig Sack «hac eee a ae 
Stenogranpher Grade ITI........4.5..222.50,! 
Stenographer«Grade UL. 28.4: oo ee ee 
ptéenggrapher rade Tio. ok cea eee 


Asedasor, GTAde LELye. . . sek: eco eae 
Assessor Grade Liga. wild eco) eee eee 
Clone (grade: DV ee ay. ot Us Ores oe 
(Slerk (arate 11 base oc.) oe Mike ae ee nee 
Clerk, Stenographer, Typist Grade II....... 
Clerk, Stenographer, Typist Grade I........ 


Departmental Accountant GradeI.......... 
Clerk: Grade LVitns oe i a ee ee 
Cierk Grade Til on ics Sass dee er 


Clerk, Stenographer, Typist Grade II....... ; 


Clerk, Stenographer, Typist GradelI........ 


“I> OW 


jk. 
Wow nwcwwb kwh 


in a 
NOR Re CrON WR NR RW Lorne 


om 


ee 


at 


y> il need 
CUD We ee COW He we oCcwe ST OO et et 


Ne 


(J) 
oo 
ow 


| 
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TAXATION 185 
al ts a eat fi 
SUMMARY 
Salary 

Tuapectorie. 2) Rh deesehen ote oye eI Gites Soka es 2 pete 1 $5,520 
Executive Assistant...........0cecee cece center erence ener teeceeees 1 4,100 
Assessor Grade V...... epee Ds Le re ot vias nek er rin ees ae 1 3,930 
Assessor Grade IV............-- Ab EPS SID TAR ip iE fe a Pir 5 17,400 
Assessor Grade II] ......... cece ccc eee erence tenet trees eennenenes 8 24,480 
Assessor Grade II )..2.. 2.2... f eee ce eect erent cece teen eres tre ence 11 29°, 040 
Assessor Grade l......... Og ie eS. Dae a Pee PP Tee 22 49, 500 
Departmental Accountant Grade Il........... 06. serene eee sete renee 1 2,460 
Departmental Accountant Ee Cay Baek pee Ma MAL SP a as eae 2 3,960 
Principal Clerk:, oo, <s:pa<cres aur ten eee te tte ns sree rete teneaes 1 2,160 
Clerk Grade IV..........--- RMR eS. eR suite dies ans ate oa = 35 61,950 

~ Clerk Grade III and Stenographer Grade III...........-..-.--4-++-- 23 34, 500 
Clerk, Stenographer, Typist Grade IL............-. sess cece errr ees 119 146,370 
Clerk, Sténographer, Typist Grade 1..........-- 6 eee e creer eee eeees 103 89,610 
333 $474, 980 


KINGSTON DISTRICT 


1. Territory (area: 3,669 sq. miles)— ao 


yy’, srav200€0€0v Varo 


~~ Population 1943 Tax Returns 
Counties —. — 
Rural Urban Total Li 3 YP- T.4 
Hrontonac Past. fis. copie alae aes 20,456 33, 261 53,717 21,671 88 1,066 
Lennox and Addington East............ 14, 290 © 4,179 18,469 o7o20 6 157 
Peleseees 28 eee Ska bea ie. Sees 18,876 | 17,166] 36,042 5, 856 42 458 
53, 622 54,606 | 108,228 30, 852 136 1,681 


ieee. oer ee eS eee 


2. EstrmatTepD CoLLeEcTIONS— 
i $ 5,903,743 


Tndividials 2 Saat see Ee TAGE St he Re EP prepare Mee 
riot tE te Pek, a panes Soin oo ais Fides ence EE Teg 4,824,705 
Sidoession? Duties. 2... oa. erage ce ae Rnd og helen so Zar eres Sas + epee Ee 129, 957 
$10, 858, 405 
Distance from 
3. Masor Cities aND ToWwNS— Kingston 
Kanoatone ig: <. oh dacss wan te eRe Se ee as tee 30, 126 — 

EUR iller se a as ee res os ois send es a es a5 8s xs 11,342 51 
(ifiafibque... 260... <2 ce hw wa tee ieee FOS ea a eee es see a 4, 18 
ESTABLISHMENT OF PROPOSED KINGSTON OFFICE 
Tnsne@Guorwe 4 ees >< 28 5 : pe tates Sate aioe Gunlet cis es tag Eee Us 1 
Inspector’s Secretary and Staff Record Clerk......... Stenographer Grade III..............--+.55: 1 
(chief Aesons0r. 2 ins < So ht ahns Soc ce bese sae os sen cael Assasan Grado Titsni co lik ee otis 1 
Office Manager. cen x3. Sees ae Ss ge wee eee ee Departmental Accountant Grade II......... 1 
MECITNTING &. . s 5 05s ace 0 oe Rta eee TS Departmental Accountant Grade I> ..i. (on. 1 

Clerk Graded Vii ss. he Oe ee 1 
Mierk Grade FU eg 4 este RA es cde 1 
erie Grade 11. shes ee ea ek 18 Peas 5 
lari RITAGS ly cst ores Phe se Paes Serge eae ees 2 
Mynist-tirade de fi ee oe ate te Mae ate 2 
CASHTERS DEPARTMENT..........c0ceee eee eeceer teens (ler Marae bc soe eo Ss a eee ee 1 
Clerka rade Lic sie snk as o> pee ee 1 
Cer Sr radet Ley sided take ibis eee ee 1 
Gua AT Dice) LV EIST os et ere bie read Ou eee saa SOR Pynstrarade Lhe. peut v2.2 Ando aes babes 1 
(Demmepi Grade Di. sou. Stade sav oes at os oe 2 


186 SPECIAL COMMITTEE 
ESTABLISHMENT OF PROPOSED KINGSTON OFFICE—Conc. 
ASSESSING— 
Corporation. Wa. tN s Sate ee ta eee mC Assessor Grade IT.............. Finer we <2 
LPT and Buscand Profs sesso Megh acs (a tate Assessor:Grade [Tintin ak teri ohe ek ee 2 
AssessormGrade li tue ote ee 4 
MCMO GAT care huss ET AG Pha ene ed Byte einen GlerkiGrade TV PE vid ee ee ee sed 1 
Clerk Grader ITs. edt agen coe eae 4 
ESTATES AND SUCCESSION DUTIES................000- AssessorrGrade TTA. ici ck co ae oe ee 1 
; Assessor Grade D2). bveava cote eee 1 
ClerkiGrade LV. seats eos eee eee ae 2 
Stenographer,.Graded.;.74, 2 en eee Se 1 
(SOLERCTIONS hs aie cke Ree PVE LOR OES TY REPAIR AES Departmental Accountant Grade I. . z wh oss Pi 1 
Clerk Graded le. 27, 4 a ee ee ers 1 
Clerk Grade Lh... ee ee ae 2 
Stenographer Grade II....................0. 1 
Typist Grade. bi oar ee ee ee 1 
BITING (AND: RANSEERS LE Sec) oss d ool anh ce tok Oct ClerkvGracde LER: olf) ee eee Lae 1 
Clerk Gradewiss as. ae eee ul 
Clerk and Typist Grade I.................2. = 2B 
STATIONERY AND SUPPLIES MAIL......... cece eee eee ee Clerk, Grade LIV a te) ac yee a ee 1 
; ClerkiGrade alec. : (2 ee, ee J 
Clerk Grade cl ioe acc occ fee en ee 1 
DTENOGRAPHERS Pooh. foi rh nc ae ce bee es Stenographer Grade IE. ; 2.0500), A4.0.0.4 1 
Stenographer and Typist Grade II.......... 2 
Lyprst Grade Lig 2 seo 22 ae ee 2 
LAXL AIEDUCTIONS AND (14s sug e Get ace al ehekeee Assessor Grade I................ ee ees 1 
Glerk Grade LV 4.2.0 cite eee 4 
Clerk: Grade:T ie = oo ee eae eae 1 
Clerk: Grade Tito ee eee 4 
Stenographer Grade I....... eden s whe tere 1 
‘Typist Grade lic. (ae ne. eee ee 2 
BRAS CELOLLS Or Weitg Se a Pee ue eee P NS lc EAE Glerk(Grade TIT 320i ohh, ee eee 1 
Clerk Grade ID 223... S80.) anna ne eee 4 
Lypist Grade Eee ae ee ai cials| Sbslle E teentame 4 
81 
SUMMARY 
Salary 
THASPOCtOr ASS 4 P55 eae was leer aan s Cate AS Se ee ein eee ee ee 1 $ 3,720 
Assesson Grade Wie adn scutes eek Combos ene Doane 1 : 
Assessor (rade dd Ge. 5 edenant hintiacn a cence tin eR ne RIE et wa 5 13, 200 
Assessor Grade Dvn 0 inane ce ce see oe ea ee eae 6 13,500 
Departmental/A ccountant Grade IL: .¢:5 oon oe ee 1 2,460 
Departmental Accountant.Gradedo 35 ee. oe ee ee es 2 3, 960 
GlerkeGrader Ly. ae may eee eee er aed hai eh hea ee ita 0 8 14, 160 
Clerk and’Stenographer Grade TIP... 2.42. 2 eee. 9 13, 500 
Clerk, -Stenographer)/1l ypist' Grade-Li 2/0, 4 ee ee ee 26 31,980 
Clerk, Stenographer, ‘Typist. Grade, [. wince see ee ee 22 19,140 
81 $118, 680 


BELLEVILLE DISTRICT 


1. TERRITORY (area: 4,862 sq. miles)— 
eeeaeaeoa—a—s"=<=$S$S$S=EOOoww"s$S>~>~aoaO—wo3—waan@mmsSs=S=aooanmnma@mTwT00NDTO=$ eo 5._O eve 


Population 1943 Tax Returns 
Counties fe PAD Ba ae ED A ies ah bs og 
Rural Urban Total ee xe T.4 
TTABUINS SU he ys in eet sce eae cee eee 30, 830 32,492 63, 322 14, 133 109 704 
Peterborough s ter shia tan eee 18,818 28, 574 47,392 tT to 90 536 
Northumberland. 224,52. ee roa ae 18,396 12,390 30, 786 3,394 34 206 
Prince Edward............ ee 11, 166 5, 584 16, 750 2,155 21 149 
79,210 79,040 | 158,250 37, 437 252 1,595 
3 


TAXATION 187 


BELLEVILLE DISTRICT—Cone. 


2. EstrmaTeD CoLLECTIONS— 
Midreiduals! s... :52 ccaaeee ceo eos PRE es PAN ee ie he coe We a att ub Pate, dias te $ 5,445, 602 
COTDOLALLONS So, Se MONET EIA: Death ia he Se opaes sieves hye wlefrele © Henstala’e eye bl Oars 5, 351, 673 
Succession LIGtles Maneatis pe awa te la lheg Mat eg Seah smaule carne 79, 187 


$ 10,876, 462 


‘ Distance from 
Belleville 
3. Masor Cities anD TowNns— 
eer Lee 1) eee es ot ese se rer cereel sim laveve rena ie os JYoame AYR tity etree ones age 15,710 pats 
Pater Oru ei meee ee taka ee eae eee haan ae read orate hacky aamiton stta aha Kes 25, 350 65 
TET en GON PE ee OU CeeRePa pe nena, Tasty abe niciatals lata ca 8,323 11 
Coboure eee suo cote ot va ERLISTE iai.e, Laet er le Seen eens 5,973 43 


TNENECLONS: Orc hae Pkt arti Corea ae oe Scale ATS 45 STAG Sr Meer arka War otis tc 5 So oh ater ah ain Sete ae 


Inspector’s Secretary and Staff Records Clerk........ Clerks (orade L Vici: costlier eas yaa Nace eee 
. Clore Grade LL. risen inoaeec cere 


ee os es 


PSECU VE ABSIStATT. Ciao re Moet re Riciieles Secures Ciba omer Assessor Grade TLE yi see ice cn aoe 


PA CTL NTLEIN Gir oli ase ado a sR Sal's eng Bhd ace PD! ai"elareker ess Departmental Accountant Grade I.......... 
: Clerk Gradesk Vic ee hi OR Pei, CRN ee 

@lerk: Grader TL eree 5 as ae ee ee ee Mer 

Clerk. Grades lege ge sod Wau ae ita Bae 

Stenographer’ Grade: lok saad. wena wee cee 

A Vpist: Gradenlvs austen tee eG ee te onan 

@lerksGradetles ayo evi binne Ee et ive ee aes 


CASHIERS DEPARTMENT—Head.........-.0.cceeeeeces Clerk: Grade ELEC Swi ied eo ee ike SR 
Clerk Graded hse. eae eee ee: <a ee 

TL ynistr Grade ici. vices Skea oe 

ASSESSING— 
COR DOr GLON setts cece Reeth te Meee adie sf eh eae Assessor, Grade els iiss: x sanane tte, Mey 
Assensor GradeiLiger sao. ie ou See eee 


Individuals—E.P.T. and Bus. and Prof............. Asscssom Grade LE boil Gass veutecas frente 
: . (Assesaor Carano Die ii ee Ua en see cee 
PASBOBHOF. CAPAC Li Moe de dures eee cent 


WM CMO Ura net ite. CalPak eR es PELL ES Oy Senate ae ol Glories Grade: LV irs ia oh ie eae ee ee 
Glerk* Gradetbosits ceca, fone eaten pleas 


(LAXUIDE DUCTION END U4 f cs cc chee ae dae aden Lied oma Assessor Grade l octe alee ha ere aa ee, 


CE OLEMOTION GT cRNA ON ae oat ee rie ates sos Qakeathtate de Departmental Accountant Grade I.......... 
Clerk, Gradecl Viiv ei are Ry et eek Nl a tetas 
Glories Grad Gale ue. wasen ON Ree aia Ae 
Stenographer Grade Tit): dew; aes ee vee 
wish: Grade nrg enon tos FARR oe eB tee 


SPRNOGRAPHERS* FOOL er. sae ne ole isis hope alee bles bale 2 Stenderapher Grade Tibia ce ing tens 
Stenographer-GradevL lis. 4 faves ulna wee 
Stenovrapher- Grade Liiuivew suis ta career 


Matt, STATIONERY AND SUPPLIES..............-000000- Clerk.Grade: LL Eiri a hia. caeids wigeamcians 
ClerkaGrade: Ls ote elo. cata. ce aod aoe 
Clerk and “Typist Grade'l. 3. ou eae 


RATINGHAN DOL RANSFERS Meroe ees) dat cn Matdanoeinn: oes Glerke Grader Lhe eer ae a ec eae ae 
ClerkxGracd en LL eases eee ee rears 

Cj{rkvGrade Lise ae ee eke eee 

Mey DISGLCATACAG. Us ulate mn alse cate ou ela arn ame 


1150 Satoh rea re OR ee RL Ady umn nae! MPI ar ae Altes he Clerk Grad ex Vian accrtin ys bis tonite cers ete 
Clerla Grade ck Dye i ee ey) ee ee ei Seed 
CGlerk: Grade Tes wage saat cee heya als 
MEV DISU TACO) bi) ee eaele cat molec adler tate 
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188 GEACIGS COMMITTEE ° : ; 
ESTABLISHMENT OF PROPOSED BELLEVILLE OFFICE—Cone. | 

Estates aNp Succession Dutiss...* 0%. ove F} SIC TA sheseor Gradedh. .. 0.0000 Ue lalate ie case 1 

Assessor Grade Dudcx cctecutcwalone a apeioue ae 1 

Glerk’ Grade: TV. See ae a Cee won 2 

Stenographer Grade If.............-..-.505, 1 

Clerk Grade I. BCC ET eink: PON De ONT ANE BIRd Cer eave tay 1 

} 96 

SUMMARY _ Salary iis 
THEDOGGOT or Ns cage eh ace ele ates WHC tw OU cn tn Neca eve OER Wein HA Ue ab 1 $ 3,540 
Assessor Grade LIT os Aes ee oo ele Sie is ere a Nolo e ety Ye 3 9,180 
WiMiesor Grade Ll eh eee Tis Oa core. NMR ale ae rkare Whe’ lta 6 15, 840 
SA OSSOTS COT ELLG Los ee RRR PON coh 2° 5 foe at aE OME eg aK py fo-eitegt, ea 7 15, 750 
Departmental Accountant Grade I........ 2... eee e eee eee ete eee ene 2 3,960 
CME le Cade eer a, or ar ENT le a oil eae 6 ANU Nata Od ees Gus ipa 11 19,470 
Clerk and Sténographer' Gfadb TIT... it. tre bec ee eee ees 7 10, 500 
Clerk, Stenographer, Typist Grade ILu..... 0.0... 0. cece eee eee eee eee 30 36,900 
Clerk, Stenographer, Typist Grade I...... 22.2... cece eee ee eee eee e eee 29 25, 230 


96 $140,370 


BELLEVILLE DISTRICT 
(Including present Kingston District) 


1. Territory (area: 7,631 sq. miles)— ; 
oe ooo 


Population 1943 Tax Returns 

Counties any GR Are aa! eee Mom RMR Tha 

Rural |' Urban Total AR | fy T.4 
TTAB EITIOS SMe iis 4 west tie Cia welereae le {~~ 30,8307) 32,492 63, 322 14, 133 107 704 
Peterborough. . ibe WO aL HA wR RU Ot 18,818 28, 574 47,392 17755 90 536 
Northumberland... NUR aT OSE at Be RT it 18,396 12,390 30, 786 3,394 34 206 
Prince Moa ward... ce Lea Raa hee we 11,166 5, 584 16,750 2,155 74 | 149 
Frontenac (seer we. eta est 20,456 33, 261 53,717 21, 671 | 88 | 1,066 
Lennox and Addington...............--- 14, 290 4,179 18,469 3,325 6 157 
113, 956 116,480 | 230,436 62,443 346 2,818 


A ena aE IERnN SLANE RSSEEREEREREERSRennemnemnnmed 


2. EstimatTep CoLLECTIONS— 


Pract ri Als il allt Pat NM OG de en aA etn WLI A Sk oan ena $ 9,449,345 
POOP HOTARIONS UTE cress sim ae vie ein dh cin tial ale Slee Se mete bnls cassia ahh ah eb eee 9,176,378 
MP EPMAat GT LIUELOS iis ise oa thedy talaga SR EER USI Uae ka MA lake Uibile Ibe mata Muni tpmiiaeate 183, 144 

$18, 808, 867 

3. Magor Cities anp Towns— meer re 
elleville 

Bete ae eee ee bec asa ages aeurey a IS Mel tin eb ene aha a al ape cate 15,710 — 
ete RRR Shri pea Le MED tian’ Peat er uM aa AS Mekal eT ERLN K da Gea lA 8,323 11 
PobSr DOROUR HR Le eae EAU a sie raise Nala aia MRR ea 25,350 65 
COUR hu Ue Nin x ON EEA raced lpn oi a ad pee ee 5,973 43 
BC Gsm 2h) Ks isan eee minke PP aleve BIATY GCP Meus IeRBy ae tea» SNe MR Rag ar 30, 126 51 


ESTABLISHMENT OF PROPOSED BELLEVILLE OFFICE 
(Including present Kingston District) 


A GEDOREON Rts ee lea tA nhad tee Ca Le ORE) err Re Cada ie, . m/l guenrenea sais oe kh sleeanaaa ane 


Inspector’s Secretary and Staff Records Clerk....... Clerk’ Graded Vries hei it weet ake eee 
Clerk Gradewie earvels sia pole ee ene eee 


TAS OTILEVO: A BSISURT Tales net dtd Ee sie Man UN enna nc the Assessor Grade bVin Nuns oo ac kieee ee 


ENGI NOUN RR che Sect eA GRAS eens Unkee ace itdop ars Woneaagin Departmental Accountant Gradel.......... 
@lerk Grade TE Vise ui, Seek ene 
Glérk) Grade: LEDs sro. shies ects ae eee 
Glerki Grades lia ee ai oe ee 
Clerk “Fepist Grade Tic) Acie kee eee 


— 
CONNER Be Bee 


TAXATION 


ESTABLISHMENT OF PROPOSED BELLEVILLE OFFICE—Oonc. 
(Including present Kingston District) 


CASHIERS DEPARTMENT.............-.- 


ASSESSING— 


GhickA SR6SsOr fs yee ee eit es 


COTDOTOUMON . oe Meth olde tate na teal Og 8 


Business and Professionals.......... 


STENOGRAPHERS POOL...........0)ee00- 


“J BSS 051 RAO te 3 pose eA elit PRA RN ess nD 


ANSPECLON eee adler Be Stee we 
Assessor Grade IV.....7......5 
Assessor: Grade ELE... vas O. 
(AssessomGradevlinem nym 
INSSCSROL. CATAU OLE eas van ee 


Sp NES: ene Olerk Grader Lv: 


OES Rare 2. ee Assessor Grade IV 
NAW UN Ee Sutra Assessor Grade: Pere too ian Va aera 


eee eee eee eo see 


eos eee ee ee ee eos 


Clerk Grade III 
Clerk Grade II 
Clerk Grade I 


Assessor Grade II 


Typist Grade I 


SUMMARY 


eee oe ae meee eres e eee eres eee oe er ee sees ane 


© Se! 61 (0) 67/6, 6/0) €10)\6) a 8 6.6 BES, O10 s.0.8 0 oh 9 dhae pe eae 04 (6 


eee er em eee erase ee essere eer reser sevnesessese 


see ee ee es ee ee ese eee eres eesre seen eeseaenne 


see ee ee ee ee ose reer e reese ees eesnes ee anaes 


Departmental Accountant;Grade Doi oo Ae oil Boe ee sc Na ese eee 


Clerk Grade LV ios a Seek 
Clerk, Stenographer, Grade III 


eee eee eee ere ere r ee mre ea eeee esses eeeeesnene 


@ 49 Tella eS) weywdi.6 ale 's'¢ ©) ec! 9,)0! G0 soa 10,0 6 0 e106" 6) «0 4 10 


Clerk Stenorrapher i Lvpist Grade LL eeeinsis oaiice hee bree. ess baad 
Clerks Stenographer,.L yoist Grade: Leswos. csttids fae or oeveie ces eae’ 


50346—7 


Departmental Accountant Grade I 
Klerk Grade LE Vivwvibe waits Uae sachsen 
CletksG races Ti Tee sie is arena Mciye ets ewe 
QMleresGrade (bis 4) Say 2a aa ee hae ear nen i, 
Glerle- Gita eo: eee eos acer ee hake guenpin raga 


Departmental Accountant Grade I 
Glerk Grader Liles. ton Ge saa eee eee 
Clerk. Grade! EE pire ea ay vo see de ie rae ae acute 
ClerCSPAC GLa eatin ial, hoa hanno te eee CBee , 


s]e¥e'e 0) 4\6 (em Ce) 6.6. eke) 60 «<6 # a6) .0 1e0) # al 
aa, 14), 67 20) @ 4a Je) elieh sil elel 6 0 20 ores 01 o/s. wee) 
ape slele @ @ 6 (0 se sie en © e-e alee Hie @ slelee © 


Si 6*'9} aie! 60) \0\6 aye) 0 8) @)'e\ 0 @) 6) @ 'e\.0) a) i6) oe) 4 ee anle 
eee biG ial'e) ¢ (8) ey © ‘46:0: 00 wre Te: 6 « = he ella én) 


Gl¢, a (ee B08 'e 6 sete q oe « ee. epee. shale 


Ae Na tin i iden! ASseRsor- Grade Le Lin oo narod wee oslne eee 
Assescor Graderk Esiutn shies culate: hala eee 
TARSESSOT GLACE: Ly Oe Da iak ie yl Ms tk es Sa 


Als Gay ede ae ASBESSOE CrTAGG Li von. cae Vetere An eet ade Sa ec mies 
Clerlt GracdeuTVinwne es ela wien an hs ier Yer ed 
@lerkuGra cep LT Wee c) oeecet Sr eo ee ay. yee ay 

Gclar kote radechl cits ticks ar en ct) Lue TRY 


estes Teeter IASSESSOTIGTAGE LL Ce ha lade tine ope ae hres 
IASSESSOr) Grades Leen) au ee wa eat by bm atier ht oie 
Cloris Grades hvac tao el eekly tee 
Stenographer Grade lie. 22. yoru oe rae 


RG) 4) 616) Oe. 0 ie ©) One Clele & 6 #)'¢) 0, ¥ side) 6) 8 siete 


eee eee eee 


ie ae RY Glork Grade GLb iinc desde set) Os ee, ee 
Cher leiGrade, PWR Se cere Hie Huns eaters ene 
Clerk Grad enlace airy se eons) ton Pea Es ean! 


i AEN APN a Stenographer Grade IIT 
Stenographer Grade LoVe ee ee, 
ptenographer Grade, baits ites ea ae 


© Cee 6 oe b's 6 Od ec oe @ # le, ele 


SEAL UVUICTIONGS AND, 1-40 \c 2%. clieceae asltalatts Peckste sors Assessor Grade tll \ ie. eee or ange 
ASSESSORS GEA GE REAP inn = Cea iduh Jen denuke cd eC na rin 
Clerk Grade: LVI rs ye eye ee iepa ice ame Tete 
Clerk Grade EEy ny ye sala eer at ue eee 
Clerk, Stenographer, Typist Grade II 
Clerk, Stenographer, Typist Grade I 


aoe weer ee 


42,630 


$227,190 


esse ee 


see ee oe 
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190 SPECIAL COMMITTEE 


TORONTO CITY DISTRICT 


1. Territory (area: 210 sq. miles approx. )— 


PUR ee pete eee a ae 
OO eeeeaeeo—eeeees==oS=s=0—$@— ee a>a“>—_—_VaO O00 0 Sa C?STUOAS 


Population 1943 Tax Returns 
Counties 1 
Rural Urban Total dl bis k T.. 2 T.4 
fos aay A, aay Rae RAGS TP AOL NIM HRN ta OSE 189,057 | 720,871 | 909,928 | 396,681 5, 276 19,138 


(Excluding Townships — Georgina, 
Gwillimbury East, Gwillimbury 
North, King, Markham, Vaughan, 
Whitchurch). 


—— eee nnn>ns 


2. EstriMateD CoLLECTIONS— 


CEICG Eig (8 uC EER CR ric OMAR Citak eM ont ONTAS Ra We cp ARE AOAIIRLAS, eGIN Cie ASCO APS Soba i Ape $164, 240, 012 
Corporations: Asis TAP eee este cele coe mea he cre ait ARES GUAT Date arent 176, 467, 292 
SHGCOSSION LU TIOG ES CLNTE Bi Rate crete tao te ees O f SOER RTE MORN Rae st Meo gic Ga eM foe 4,061,317 

$344, 768, 621 


Nore.—A large portion of the above ‘‘rural’’ population is really urban in character, located immedi-- 
ately adjacent to Toronto and adjoining municipalities. 


ESTABLISHMENT OF PROPOSED TORONTO CITY OFFICE 


PNEDOCLOL eile Lacie en Een piety oe Slarpelle ee eal: ca imeneunMs GRA Me Go SO Se a el a os a ea £ 
IMEDECTOINS HECTOLALY 6. ool SG libs sme eels alale Nie ale atoll QHerk' Grade lL Vaiss ue. let cco eee i 
Assistant Inspector {Le RCM ML APO NE eMNG a SRO eR Aran Om oy ihe MN op a. eedbte abe Nar Ya en rr 
Assistant Laspector, SCCTECATY 0). s/s pieeis dic bale ewe ow ate wer Clerk Grade TEVue soy eee ie Sa icine ee eaten 1 
PRR SON NEG UIE Siete die is StS ole Meee evel aie Male see Oe AssessorMarade@: TD Vis enter a eae a anton aces £ 
Clerk Gradecdyiry Mee Soe ei ier teenie 1 
Clerk; GradesLi bens deo Sats Sah e eka are 2 
Glerk Grade [Dour co ih eras ate ie 1 
Stenographer Grade II................. ssa ee 1 

EXEcUTIvVE ASSISTANT— 
EXECUTIVE ASSISTANT SECRETARY...........0005- Glork: Grade: LIT ss ne ee Seis inbeneeia teen 1 
Stenographer Graded isu. i120 cee ene ee 1 
PA COOUNTEN Gece ice ts gre lhe tekial aia alent Camel ots Pee a Departmental Accountant Grade IV........ 1 
Departmental Accountant Grade II......... 1 
Clerk: Grade TV vote wl araak S 2 We eae ee 6 
Clerk Graded. 20.0.0 0a02 DUPE IIE eth Sy 12 
Clerk Grade UD uy Aaa Nae) aie ae ee eee 120 
Clerk, Stenographer, Typist Grade I........ 60 
CZOUEBCOTIONG GA as cate ci wtere hie CGD be a tele eT RI teats Departmental Accountant Grade III........ 1 
Departmental Accountant Grade I.......... 1 
Clerk Grade bya wince ticee seen enta pence 8 
Glerk*Grade Tie 3) 2 eA eee 10 
Clerk, Stenographer, Typist Grade II....... 35 
Clerk, Stenographer, Typist Grade I........ 15 
CHART ORS Uh cual: Siva Niu as OA te ie ORIN Departmental Accountant Grade II......... 1 
Clerk, Graded V tess io cca aereapel recur t 3 
Glerk Grade dit eats ae eect 9 
Clerk Grade dtc 0k Ai aie eee ae eee ee 25 
Clerk, Stenographer, Typist Grade I........ 25 
RECHT CONTROD sit & le). Gates ares Reda anls Satan Olean Clerk Grade Lili eas bch ak ok ener 1 
PILING JLIEPAR TMNT) te stoha tial vues 4 o's pum Tema a Principal Glerk Atay c. es chan Ga eee eet 1 
Clerk Grade hvac: coh beeen eee 2 
Clerk Grade tli ae cic Oink ees co eee 3 
Clerk Grade LD eh ero ae tee cutee tke eee 12 
Olerk Grade Trey ee eo cae pie eo pal 52 
MATL AND | SOTATIONER YUU Ue ies wee eur ars eles weeks Principal: Gaerk l k aa heres sh ela heat sree 1 
Clerk(Griide DV iia. CLS Ge cone 1 
Clerk) Grade DIRS. naga tots ta Ge tae ee 5 


Clerk: Grade sD ei iia, Cea een a eet 10 


TAXATION | 


ESTABLISHMENT OF PROPOSED 
ASSESSING— 


COROT OEOAT LENS i Lo an eta ere Nat she his. ates ane Chief Auditor........ ety IL ied AE Me A Ba 


TORONTO. CITY OF FICE—Conc. | 


SIGE UESOLS sc ke eee Imi tety coistuatara ele ceases 4.2 WSRESSOLSCATACOON, cals ctl) Sie Cama Cae ae 
A SSOSSOT) CATAGO L Vesela Lion Given ay) gece miata 


TAISSCSSOL? GEAGEHL DLin cin satan eaten a warcn aren nanos 
PA GSOSSOT GELACLOW LL cle Aceh a cue tceen opt tars cis eae aie 


PA GSESSOLN GEA Ce Putt AN aa rapes JE tn. ie ana Agee 


Tatu ea ee eee Mae a tact het obare eotenetielk otra nraianes 


PAISSUS TEI Ge te ee Ee are aetna Ara cleleiald e siccaie ieiete 


Business and Professionals. ..........0-.-.005 


CMEC KOT Se ia ea aria rT ena aan ster Ten RU 


Estates AND SUCCESSION DUTIES............00000005 


Clerk Geracenl Vine Ona ore set ays A) ele 
Glenic: Gradenl EP wey Sse US aU er aa a 
Clerk, Stenographer, Typist Grade IT....... 
Clerk, Stenographer, Typist Grade lI........ 


Wh ete A UdIFO ey per re tenets ie atthe weer 


IN SSeSSOr) Grades ee Nee jute ail lok mraite) walate 
Gilet: Grate EEE ck tain Milas) Lye as Oui eeu 


IN SSESSOD CATACH L Vern cae chin sete eehee eelc ieie 
UN'SSESSOIE Cx CLE LLL Nee ity Morya Dan tae aaa Dab 
IAISSESSOL: PALO. La eco a meatal ND ty Rt hte 
Slerk GradevlLV in wy a eheaiaesTinl Bua neat 
GHerk) Grade ely yao ih a an Ac eek I 
Clerk) Gradeskiyeii was eee aes ee onus eeemlG 
GlerkaG ra der aw eee aMule es t itaaneorola ie ae 


IA SSeRsOb CHLACGS LV «Vania ebay bird umioeratte me 
INGSESSOL: CVadie (LLL Weis Wives MeN TMM manna etya ty 
IA SSERBOLS CATAC OR LD i Sek Maa ehloatelin eebace 
INSRECSSOLy CILAGE EL aly eal clatleist aatare aaa ee a 
Gler li Grader LEA yay wa pe Remeber ee 


INSSESSON) GEAOG LV Naa ately aera el pe a ORUS Laem 
Assessor Grade iBone Sy ABM AA re I RS 
IASSESSOR CATAGOMLL ele catehaa sonic sie eia even 
Assessor Grade! Uj eek Ch WO nea aie 
Glerki Grade: LV eee PE Sr anee oad AUeaai saa 
@lenksGrad cule ean ae Aen eee eee ae 


MESERSOR: GTACGIW Chee hide Macetelalota alees wrt wes 
INSSeSSOM Grad en DVie acu ey atccetnaieleverni ie) dake 


FI SROL DD CCEASEE Oils econ ee seen atelier’ Assessor Grade EL oa ye. wate oelngeale 


UE TPS G Newb arey ER Nee E  RRRAG Rce a aE As 


SRECESSTOTIG UI TIOR faces fore A lph neh elelovold asa a ete aukvare cme 


INSSESSOTH Goh CLG Liveries lelectra aya Uelo MaNle Un MDNR ote 
PASSESSOMACOTACOPE Meee ni anciiia Hact MgMe CAt 
WIEVIES PACS EV tee NN O80 ae SOR EN 
Clerk Grad ek eye ey Tee Ne ns Obes Tecge h 
Gletle Grad@ wees reictyPaate es aioe k adiite cts mi ola 


IN GSOSSO TL Cr RaGl met May RUM al ie hls edi pir LU PL Na 
IASSESSOMe CLACLC Lyte ee ee La eho gil ep oueale Shs 
(ARSOSSOLs CrEAC O) Lis miceanmatan lah atete nN cketeaas eapeneuulnn 
Ceres rere LAV eee SS A tan ne LUG Falls 
GlerksGradeEeh ne sr ihre ere er Ny AOE BAN 
MlerkcG rages WER Mesa sim UCC RIAN Cabin wa gay 


ASESSOL COLAC OLE beng terarenenunt a euta nt uy. was 


PASSERCOTS Cate Cler ib bere ceny ane, ary eave a Sat A BRO 
WA SRO SSOR CREAR EAs. eR Teeny ee eRe ana MAT accuNes 
@lerlaiGirade: Lye we OOM Re eet WG Lt gente iie 
Gloria G rail eed Tye eae a anes hs Ms ag Rah zak 


NEON sted eld G aapeio ela Ml Lape he LHR STUNG AR DIRZAe an Fey RE 


Stenographers and Typists..............0e.0- 0504 


Scenoerapnen Grade, LEE eo aL 


stenographer Graded lyccvos oun e as ceweusaies 
Stenoerupher- Grade bate ees cp aes Nuae 
Typist Grade IT 
CL WER RE TELO: Le tice st ee) ka urine angen au een 


eee eer eres ese er ee reser eserves 


WWoansFenid Cite Ai cz carta. O started as clatere cle'e ates #26 5 Assessor Grade II.......... citarttabkce bed itrs REO 


MTHNOGRAPHERS FOOL, AND Lele. s tias Ses vin basis soe ole sare 


50346—74 


ENGSeSSOIN Cra en Len opty yee ann yelia Niwa WV a 
Glerks Grade Veo eee ee oe hs AION Ra Ee 
Glorks Grades LED Me ye eRe) Oo eae ea a 
GlerkiGraden Ley nee ne Ss hy GEN Nah a 
@lerke Grad ey Lea ei ee ee ea lean 


@leria Grade EVolw, tiie: cuts-we Ose cihs tine makes 
Clerk, Stenographer, Typist Grade III...... 
Clerk, Stenographer, Typist Grade II....... 
Clerk, Stenographer, Typist Grade I........ 


191 
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192 SPECIAL COMMITTEE 
ESTABLISHMENT OF PROPOSED TORONTO CITY DISTRICT—Cone. 

Tax REDUCTION AND Pay Rott AUDIT.............. Agsessor/Grade sh V..d)niwt baie en ene veers nee 1 

T.4 Information. IAssessOR Graded fai taut exte tbs mene oe eka 1 

Assessor Grade l........ BSAA SUES ON oa Wipe nh 8 

Clerk Grade! TV eek oe te ects ee 38 

Clerk Grade Lilt x47 -e8tetcrs anes meee ee 6 

_ Clerk, Stenographer, Typist Grade II....... 26 

Clerk, Stenographer, Typist Grade lI........ 20 

VRAIS SIVOLE LE: oe ais he Se eee ee Rio ee oe om ttnie © altchdans Departmental Accountant Grade III........ 1 

Departmental Accountant Grade l.......... 1 

Clérk Grade EV sa. secure cae oe Cea ne eee 2 

Clerk:GradedI]) 2 ei a ee eee 7 
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SUMMARY 

Salary 
TASPOELOIS Acs, vst M RNIN eat eietee eRe eatNU hae sl nine aiake wiles pate Siena Ope 1 $ 6, 360 
Nasistant ADSPectOoraics aeret fie tie ween oath ake persia cette scam iad bore telle rs 1 4,800 
CU eWAUEILOPS. boo oe eee Re Gahan ee Miaoe oat aly Me Va Rl, Camere Ret Nar 2 10, 200 
EUxO Gu ti Vie ASSISEE GS BR Ug etn ae ee cee aE BA rk sana aaa Natal SA SOR bs Re he 1 4,500 
WR SSE OCU CAT CLO sg tin Cotas leluae lee eee Ra TEL Chats hos, ee eras eS Seah ei 5 19, 650 
Necossor (aTacde th Vis faimizn snes Bis weenie Gia iie area Nai eam Bi ele Lintner 28 97,440 
JSS SSOR CRTC LLL che meee Rta ee ONES 1a Ns OM TO oes Wonean oe ase hes 38 116, 280 
Mecessor rage cukcp ak oe Lire eae Mera telemetry eta bau, Sale selene 84 * 221,760 
SOS SOT. (pT ACO Leics oak ee AG eRe Sea Bese Lia pa ie hone oneane Eis: s 97 218, 250 
Departmental Accountant Grade LV sey 52 0 Fei ripe societal etele.c crag 1 3, 360 
Departmental Accountant Grade Ui meee es ieee ses sys ieee a ee 2 5, 820 
Departmental Accountant-Grade Qor0y. jg we seek dole eaten eae 2 4,920 
Departmental Accountant Grade Tim... ieee ee be eee ees tee 2 3,960 
Principal Clerks ui. sisal e bee ha eee gig ly lore te sie ini iate cane la) acemeeaere ole ams 2 4,320 
Cer Cade Vic ih eee Ne Re Serer Rte SI rane Wc teie Mniaee aie 121 214,170 
@lerk Stenographer,, Lypist' Grade uli poe er norecia sew eg Ue 77 115, 500 
Clerk) Stencerapher, | DypistGraderk es ace wes wees case Wier Nolasve wince tie 855 436, 650 - 
Clerk: Sténographer, Ly pish Grade as Sail ciate aS stega ens ha le ors 274 238, 380 
$1, 726, 320 


TORONTO No. 2 DISTRICT 


1. Terrirory (area: 10,970 square miles)— 


a 
eS OSSSeSesSsSsSsS$Sm9a9393ma3>3S aos 


Population 1943 Tax Returns 
Counties HS 

Rural Urban Total cust Le2 T.4 
PD TELS EIT ee te eiers oes SR ere: etree etitena aes 9,730 4,345 14,075 3,000 5 121 
TD hep acc cates fot MAU Aa Se SALA LAE ae arn eins, acten Sar 14, 554 10, 661 Dopo S 3,000 17 220 
LIER REA UAL WR de Mi ALE ars Ot AL a 31,611 25,549 57,160 18,150 74 577 
aliourtone ie be une ee RN ed eanine G05 Ac a ete 6,695 500 1 49 
ia icolea ee eee SNA bea ee Ree ie 13,389 8,446 21,835 1,500 on 283 
MONLTATION EA Ra bec BR eeaeh hs 28, 653 37,065 65,718 20, 200 85 582 . 
vets Peed em Oe Mtl en EN! BE Ar tee Nag 22° 018 9,466 31,539 6, 050 36 373 
RT TIO sted tte Rell Sc cael lee ate sola ce me nlaco 41,760 45,297 87,057 20, 200 105 880 
IVC LOTTE tease aero eae oretons be aleve apahameyeralnlh 14, 341 11,5938 25,934 6, 000 17 321 
POMICH RAL RARE Ru Seek bid ca Puen eats 28,972 12,649 41,621 6, 000 51 430 

211,778 | 165,071 | 376,849 84, 600 424 3, 836 


i 


2. EstTIMATED COLLECTIONS— 


Ibilahhig (chi tsi Me peer nH mea UU NS SL iat ae Pere ih a Wi Sek Rr tale ch nema enunere ue sy 
GOrpParations aay fa oleae eke «eer s hie 3 eis tA © ipa OMEN RNIN Atha ooh ery Sh ee 
SF iLebete larson Wal CEB h tei oeMme ra tary tanh.) cae Nenu Pt Le OR OUI EB A aA a Sh eas De iy Sl 


.. $35,000,000 — 


3 14, 100, 000 
iy 864, 000 


$49, 964, 000 


TAXATION 193 
TORONTO No. 2 DISTRICT—Conc. 
3. Mason Cities anD TowNs— Distance 
from Toronto 
BOW AUVILLO. «Lae eee at ce eee ty eee ce seta’ sc we wy vabae is alae Mela 4,113 43 
CF WEN: SOUNG LM yan mate e eis Ses. teas velsianies owit scaler, 14, 002 118 
POLE LODO sare ie oe Le tee wi tate Ba oe SERN te oe hae 5, 055 63 
GUST EWA sc Ee Oe EP SEPA LTS AP eee GU is ate AM tates 6 cai’ 26, 813 34 
VTC Was ei terete ata ree ARN TIMe  N ad ine races ar Hes GALS nln a Sa s 5, 904 29 
IN GWWITVAT OG eres ta te DER TL tae Ses a ister ane RV asemn lone vi aitGe i Oiuas ek or plies svete 4,026 34 
ESI DULOM <.-/375 9s Se eRe eae Pea al ral Shas cea cred ALR cy cs TOMA Naty oN “ofa 6, 020 21 
BATT TORN fe Pa ea fees Lead taMbac The Stahtdiehsrts ats Grete 9,725 64 
Collinge woods ates aee Gee re ee rae ce tale, canada aed ie a tol nebo dak 6, 270 94 
Midland ie Sa rete wea Lae rts tke ecthnle meds cite 6,800 102 
Craig eee ee oe Ee cee ee OCI ita ce Seite 1.8, | CARA TK 9,798 86 
Penetanguishene.......... MEW A SED SR ARES SR Sk i TPR 4,521 102 
PGT CUSEINN Sere hee as Son ae eee: aie Ui Sd ne atest palhonehalzies Se 8,403 69 
Norse: York County above is the portion outside the proposed Toronto City District. 
ESTABLISHMENT OF PROPOSED TORONTO No. 2 DISTRICT 
ENSOO COL iiss Ske s Bes Se RES ER RE ee ct haelia Me aad a athe layh > PE ge 18 Cl PURSE ROA Aa rg eR RSA Sorta. 1 
MAISDECLOILS MOCTOLALY bo sear eens Oe te aes Dae dl wm ctine bis viele CGlerkiGradetl Vu yore ce ie eatery Odea i 
FLEPSOTRELIL Res alc ee Say Re ae Lee igh e aae Bs Glerk Grade’ LI tek. cuvies pai eee ace cael 1 
Gi Raiges tay ghe CNIS Oi acy AIRES ck oe ONE Leet A ye! 1 
Executive Assistant— 
Executive Assistant Secretary.................06- Stenographer GradeilI]......000....0d.00s08 1 
ACCOUNTING Foc oot Ook Cre mes Lt TA see Departmental Accountant Grade II......... 1 
Glerk Grade, LV o5.. 5 ait. beer Renae Week 1 
WlerkaGracdem lt ° oscar 5520 bis Cw sone gel he 3 
Glerk Gradew bees wud OS Cis sa a ane ee 30 
Clerk, Stenographer, Typist Grade I........ 13 
CASEIBRS, DEPARTMENTS. oo onc Puc hope eee see Glories Coral Ok Ves scnte sucess a Messe Lise tees 1 
Glerlitarade Td bok ae ee oe Tih Loa 3 
Clerk Grade lorie ae yee icke ies OU ay acct Sema 8 
Stenographer and Typist GradelI........... 8 
ASSESSING— : 
Corporation—C biel. i. 5. ca Hon eile ee eels Glee Assessor: Grade: Vite poserise ak cee ovine kus ea eeees 1 
A SSESBORT CATELCLOAUAY tithe dene & a ore Me oe oka aeuae ohate 1 
: WBSESSOPMOTAUG LL EL. fh. eos le ce at eae 2 
A SHESSOT. CaTaceth Pho ce wart te ate Went de 2 
OLE RUION er eae sas Dae Hol ual ghd HIG ROE aE AScessOr Grade | Vivid te eca steels Mate ae 1 
Salary and Investment Income............... Assessor iGarade Ll acca. cen e sue aute eben 1 
Wi WergeVeys 75 aes Bike S08 elo MAS Etro et SL fee Sane Re INSSESSOIs Grr Ou bae yoaierele saesteie era essere ate 2 
HOOT KY COTA L Vier Mee a sere’ pcded. Sonne an ieee 4 
GlerlgiGrade TPrivei re ee SS Ns 3 
Glerk Grane Liem ahuteaits gece. sa melee 10 
USINeRS) HOLUTIS Sct ute cs fooled rate INSSOSSOL CAPAC Or LPivte cece. thre chcteliatete Palo oate 4 
A BSOSSOT CAL ACO os ba ols iis, Le Fan Oe Se ae 6 
I SSESSOY GTA e La nielecn hott ols abtinweaneces 9 
ESOC KOLA Vt eerie cae atc en cs See eens aN Aesoscor <erade@ lLitca. ak fei-sure wean ede aoe 1 
PA SGESHOR LSVAGEL ec ullr anes coe rdid ins, sles 2 
Clea GUVs eae ete a die he ake oe ES 2 
EstaTES AND SUCCESSION DUTIES..................-. IASSESSDE CATING Ly oes Se itv alu tlie, sce sie as cir ste eee 1 
AgsassGr: Carado Th: Ven Mets wakes, (aos en 5 
GlerkiGrade:E VVC. os gudelalia'sg cern. Goats wants 4 
Stenographer Grade TDi. ee. ee beeen 1 
Stenographer Grade Den.g os jew dee cage 1 
POTEMCTIONS co 5d eo oi tee ha Po ws Nadia va seek Beaton Rn Departmental Accountant Grade II......... 1 
Clerki Grade: LV tax cc tks 1 ot Asvee sea ttopenie murs 2 
GlerksGrade: LIP Res.) Aes eaile Oc aes wae 3 
Clerks Grade: Ele susaie eds ose CRMae galas 10 
UTM TACO. eer alana Get cc an woo ane OL oie ie chee sca 2 
Stenorrapher Grade. IT os. ae aeitaa esse sie ni 
Stenographer and Typist Grade lI........... 3 
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ESTABLISHMENT OF PROPOSED TORONTO NO. 2 DISTRICT—COonc. 
PIEING DEPARTMENT 4 ts ocd CNR Ole Ge Oh pis ee tite oe Glerk Grade PVi4 . saeein Sa te ce ee Soe yak 
Clerk’ Grace TLE ao iice ee ite ce e 1 
@lerkiGrade cll ieee ieee tires Bae ee eae eee 2 
Clerk Grade: Leg or eee eign an een a eee ee ne a 11 
Mart ROOM AND STOCK ROOMeE osgi eae ewes oak @lork Grade LET 3) i eke ek een ceca 1 
Clerk Grad esl Doetntee mies aetnt aaa eee 1 
GlerkiGrade Tis s2cse eyes i ee ee ee 3 
Sim NOGRAPHERS POOLE: score Located vod bene cous oaeb Stenographer Gradedilic ® ©. ont ae eee 1 
Stenographer, Grade Tlic acees nce ete ce 6 
Stenosrapher Grade DT. oc. ccc te eicee eees 6 
Tax DerpuctTion AND Pay Rott AUDIT.............. ‘Assessor (Grade TT. obs ue th kas cet eeeeene 1 
‘Assessor Grade gl cu... sie ae aie Celera steuacenn sees 2 
GlerkiGrade EV MON, hoa tn se uae eer ae 7 
Clerk, Stenographer, Typist Grade III...... 1 
Clerk, Stenographer, Typist Grade IT....... 9 
Clerk, Stenographer, Typist Grade l........ 6 
OME OLED n=O) An cece eit ie ele he ecto ateie db wires tha fetet ba Departmental Accountant Grade I.......... 1 
Glerk) Grade Wh Vitara), See eek Menno ce oxen 1 
Clerk -Gradem ewan ie a eee ee ee 8 
Glerk! Graded: 40 oa, Caer oc ae ee ee eee 12 
Stenographer Grade LE; 3.7.20 Cohn eees 1 
‘Typist Grade: Tie sy a4. ces een 4 
245 
SUMMARY ———- 
Salary 
TNSHCCLOT eee esti hte, eabeeiahod el Soe a ee aes aes AB he ie epee tise iat ete lee 1 $ 4,500 
THecutiVevASSIStan Ga iixc ihe oars ube ee ee orate ee eet ames Se atare iene ae ene emer te 1 4,000 
IA SSCSSOL: CATACLONV shes RNa atin eek catea st ry Bee AVAL PTA aT aD RO eg ane fe 1 3,930 
tAISSESSOL GrTAde) EL Vine ae Guniw tt RRO cetae Secks er as Le RTM Sar eee OLR IC TORS ConA Be Fate 2 6, 960 
VA SSESsOr: Grit icles EET ative 10. i CAR Veen nah feok re PROBL acto hho eT Ae nor ae 6 18, 360 
HA SBESSOL. CGATAGLEHL Lif by & matinee tate eaten Sorento RSE woos! OUR n 05 2 meen ats 12 31, 680 
HA'SSESSOM (CATACH AE mn rey at hl eee Ii tia Romar Ciel Paine WAM ioe Tai Uo Se mecee emere Mani 20 45, 000 
Departmental:A ccountant Grade Tice yee ehien cee ey ees Haniel 2 4,920 
Departmental Accountant Grade [rae o ot ss caval Ses 2 ake eee 1 1, 980 
Clerks Grade) DV ee Oy OT Mealy Dene aa oeae CaM ER LSIt | fal  reguee Uhae da 24 42,480 
Glerk, Stenographer' Typist Grade alia e. on8 ect P. eee ee eee 17 25, 500 
Clerk, Sténoerapher Typist Grade AB. btn ae sce cae pee ee SO Eee 88 108, 240 
Clerk Stenozgrapher:Ty pitt, Grade Dicer sos). lacie ai woke ctolnte sein ate ene 70 60, 900 
245 $358, 450 
HAMILTON DISTRICT 
1. TERRITORY (area: 2,364 sq. miles)— 
Population 1943 Tax Returns 
Counties | 
Rural Urban Total Ateaal Loe T.4 
WY CHEW OLEH Sir gies eames na hitler Me eee 33,191 173,530 | 206,721 85, 629 634 3, 027 
WLELLOMN SS) eM roe ae tee Lee 13, 996 14,519 28,515 5, 704 37 419 
BY S21 th ide dla MUN Me Dat Agere bt air take AND UN 20,110 36, 585 56, 695 19, 350 146 762 
PA LLIINANC eee ee a A eae ee eS 13, 670 8,184 21, 854 3,700 41 338 
OTTO Ve oe ee On, Dames Wy ee et 23,541 12,070 35, 611 5,415 47 490 
104,508 | 244,888 | 349,396 |. 119,798 905 5, 036 
2. EstiMATED CoLLECTIONS— 
Tiidividuals, iS eee 6 Rene Atew aeo e eenahes © ein eek ale Pott ise keh einianste sare $35, 081, 584 
Corporations : fh gee ea Oe Pa OF OR atic ca eh bie he MA No alu ele eater ais 40, 066, 774 
Succession “Putri. oy Fe hs hee eee ae i ee ene nee ae ee eeu Ls hopes eet 742, 382 
75, 890, 740 
3. Masor Citres aNnD Towns— Distance from 
Hamilton 
Harn iltion ¢ Bo 22 Re ee RR ORS ee cele Rite Paonia Coed 166333755» -— 
Dinas hy bl AER Bnet ee PR Se ad Si es noice os OIL Ona 5,276 7 
Oakvillew dis gia ce) pee e ee Ree ee ee ea Li BOA ee at aetna rlace ate el oak 4,115 18 
Branblords ce sk CA RG Cae Pe CAE Ce ee ss ea cate cs ears oie) Seaestanedh ease eniee 31, 948 25 
Paria sf ceeds cclad VV idea Fe eee Bees Bre So acces ecieed bib kis mueaaveis euiere 4, 637 32 
Dunn Ville asic. Voie ots ween ete aS MI ee evinlancl ns choke IC, Bae hata Maleate halite 4,0 35 
SIM COG 6 FR PEN ee ES ae ad Fewhe s PH Sa ace tinaee 6, 037 43 
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Inspector’s Secretary and Staff Record Clerk, etc.... 
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ESTABLISHMENT OF PROPOSED HAMILTON OFFICE—Oonc. 


SUMMARY 
Salary 
Tinspector , pcg HOON he ee eee abe Ue bet oie pen pete a ememen Wie nzunaes (alte wala Tay 1 $ 5,520 
iA ssistant: Inspector’ oi... se sinee ey migh< eave are ei ks Clee REC ete tee ote hc eee 1 4, 380 
Wesessor Grade! Vis each Asuna als Btn ae, a coy, OR ut met Cena 2a fe aa ae 1 3, 930 
WN SSESSOT? GTACLE? L Vice cee MMR Ne ele eee chesteze Cisse tne ase CI eth ome inv, ciperaee 4 13, 920 
Assessor Grade ITI....... VS RR eh RA NBR RG SP he) a RON a AEE 7 21, 420 
ASSessor CAGE: LI Pinu cea ene ocho itinans Sy hs AIR ene ees atch ence BEN oe 12 31, 680 
INSSESSOT? GLACE Lee ea ele te, ai ter arte ne UNO Ra a or Sean Cy CSE eto nae 20 45,000 
Mepartmental’ Accountant. Grade Lic eo a arika. enero cect haste Gs stan 1 2,460 
Departmental A ccountantene. CLM es amie cep toes iets oaths ate ciate 20 3,960 
Clerk: Grarke TV 6 Ne ee ees, SY CN eases. ac tenn ALE ec LOS AU ea 36 63, 720 
Clerk “Stenographer ily pist Grade: LIL!2) Su. we ve eect wins w cee 24 36, 000 
Glerk «Stenographer ypist Grade Lies ices wear mena yt eh te el 100 123, 000 
@lerk“Stenoprapher/Lypist Graded. 3) ec e eR Gel cone eee 84 73,080 
$428, 070 
ST. CATHARINES DISTRICT 
1. Trrrirory (area: 719 square miles)— 
Population 1943 Tax Returns 
Counties > | 
Rural Urban Total eek Ak T.4 
PAMCOLD ee ee ets hale eral Seale 24,894 40,172 65, 066 20, 884 184 1,102 
Welland ran eats ia Drees sae ty) Meer ceen/ be 35, 888 57,948 | . 93,836 37,670 229 1,436 
60, 782 98,120 | 158,902 58, 554 413 2,538 
2. ESTIMATED COLLECTIONS— 
Individuals: 220 238 tint Baris ae ice ae ae ae oe aT tenn sae hcg eae eae RR Wa $17, 145, 000 
Corporations. ie 22s 5 Su Rill ae | ae a a oe ae kB Peas (are cane eee ee 18,300, 000 
Saccession: Duties ccs See wie. Saeco Po ey te ics, Se etc ee 362,000 
$35, 807, 000 
3. Masor Cities aND TowNns— Distance from 
St. Catharines 
Sti Catharines ey iiw0 dk Pin. aioe etc entrada ae me Uy eter Ig 30, 275 — 
Niagara: Palle ci ters oe iis lite ten eueeltiad mine Meni Omen EASES OL Aer aageah AE 20, 589 14 
Weel band ois SU eta Rey HE COANE ee ere A et aL aR Oa 12,500 16 
A Wo) ot 0 w Cape ae yf CRIM MDE Rie RYOTE ACO ES TCE es Ub gk i UNE a a 6,595 37 
Port Colborne: t Rie Gee Ei hes se eieen eee cy Ee ea ne eee See 6,993 24 
EDOFOI Jy gad dice eos pi ee A ER TEE a heat orca eee ee eo ee 5, 305 5 
ESTABLISHMENT OF PROPOSED ST. CATHARINES OFFICE 
MVS DECLOD a uci le Whe ech LAD akg Sie gk RAC ee sei ate GAGES OOPS ce ek eRe at Bie) Uae anne 1 
Inspector’s Secretary and Staff Record Clerk......... Clork Grade Voi 2. maddeuiee tne es eee 1 
Glerk Gradedieii av eccile ts titulo eee 1 
OmicesM anager en eCrad s wruk stow ciiic Ode ee TER Departmental Accountant Grade III........ 1 
AXCCOUNTING..'-s 15S SEEM Oba Gh eo DR RE a eRe anes Departmental Accountant Grade I.......... 1 
Glerk: Grade TWD! +. uP ies Oe are eee 3 
Clerk GradevLi iy irk 2) eee ernie 20 
Stenographer Grade], . feo a ee eee 2 
Typist Grade aise i ee er eae ff 
CASHIER'S (DEPARTMENT; 2.022 50,050 cans bee tbe Hee ble Clerk' Grade LVijina 0h ath aes ook eee 1 
Clerk Grade LID se ie eee 1 
Clerk, Gradeyll ai 0 sc cee oe eae eee 4 
LypistiGradeLe 32. Cae reer eee 5 
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ESTABLISHMENT OF PROPOSED ST. CATHARINES OFFICE—Conc. 


ASSESSING— 
CG HIGITAHSESBOL.. 00s Cotas Bice a Sop aise tas Cade s \Agpessor Grade. LV wie «o becdce wre taten aloes wed eas 1 
GOrporation.. 3c os Soak ee Loss eno aE ens eles Assessor Grade Tian. eee 2 
ASsessoriGrade rl Ls sin sens 20 ety, Meiers 2 
Business and Professionals..........++++++eeeeeeees AssessomnGrade- TITs 1020s cca vie oe oe ee 1 
Assessor Grade: LI shy. reise cate octets 3 
Assessor GTrade Din shed ero. ue ok ae eared 8 
Wlerkt Grades LViiie tay cess ee ok oo Rarer ara ree 2 
Memos TOA g Wa dace tai OS eee on Hsien ais 4 ie 0 6 ids Assessor Grade buds este sy Saeero ee <a eie rit 
GlerKsGrade kMs duc deen ddason el ae nad eee 2 
GlorkiaGirade: LEL.2 Soe c a one ae ca cea nd ee 2 
GlerkiGreade Luo ie oe ee oi hee 6 
ESTATES AND SuCCESSION DUTIES..............05-005 Assessor Grades, vioee ts ga meee 1 
INSSESSOR \GLACCHTG ee tee ee eet reels, Sleeves Dhaai ale 3 
Glerke Grades Visweaieoae i ee eee 2 
Typist Grade Loy Vota Sec lamanrao ating mane 1 
SOGLUROTIONS Boe io ee ee ee Ries Meee ah org creel senile 's Departmental Accountant Grade lI......... ‘ 1 
Gterk \Gra det Ty ae ne eerie 2) Vote ee RSC ea 1 
Glerki GradevllLiae yee aca aens 2 
Clerk Grade Lraie Wie. Sue Ona anos ls 
Glerk?’ Grader say ee sare aroha ai a aterm 1 
Stenographer:-Grade TT) incu. lee its Sean 1 
Stenographer Grade Didar. AoW ecole Sales 1 
Typist Grade Ley hy sre acits aus aeasld ase meses 1 
ae ROLL PILING ices COG tures Vaden vat as Bebe sas Departmental Accountant Grade lI.......... 1 
Co Ores CPP ACL OLE Vises pete aie eas alae Rat omer 1 
Cleric rade Lies ce oe ule cre wage Une 2 
Clerk \Grade ll ey os a hc gente 6 
Glerke Gradenliy coy ae kas. eeeaue pa aan 11 
Stenographer Gradeyll. 0.0205. Son eae 1 
Stenographer and Typist Grade l........... 7 
VERT OOM ert oe aang chs eae ilies Maas 6 iain, s, OS iy are Glerls Grade Lit seal ohh ete hae ated 2 
Clerk Gradevle cet rsc e es Sanpete eat ee 2 
SPO EL OOM Ce hire ooo he OLS aie baie ea Ore nts Gi eiaee eo @jerkes Grade: Hs Aye) SNe Wie gy ts 1 
Sra NOGRAPHERS+OOL. sos). she dees oo a es wate a 3s a :Stenographer Grade Tt. 05 neces 1 
Stenographer Grade IT? 0... co ve8 6. eee des 4 
Stenographer Crade lo) hire ude e cu eine 4 
Tax Depuction AND Pay Roti AUDIT.............. ‘Aasessor Gradechicve lac we oaks sks cc oe cise avis 1 
Assessor Grade: [iii seca nhs eee Rete ie mene 1 
Glerle Grade Lise ee a ee es vale 5 
Glerkt( Grad o VE nee cole aisimena ent a 
GlerkiGradelT nen tas seen ee ete ate 5 
Stenographer and Typist Grade Il.......... 2 
Typist GTA Gad es cals sachet Se wats ote mearenereyans 4 
160 
SUMMARY 
Salary 
TNSPECEOL HN san eh re eee deere eens Sista skraialy v vearutvte, ner & eater 1 $ 4,020 
ER RROSSOLL GTA COLL ree hele tae aka his Veo de etl She ual Sovltel Uaptas alee. of's 1 3,480 
ASSESSOD GFAGO-LL Loy tire cis series « a nee tie oe tht Sais PE Sa eens k sravey nce ANOS 3 9,180 
ABSOSSOT ALAC OED tes RG Bree eee toe ee SE, Se sod! Aa « Was a tepeel ys Hi 18,480 
DN SHORSORMGTAC Ohler ans tated a eee a atte ieee es tise ot cle eben 13 29, 250 
Departmental Accountant-Grade IID. 6.00... cee ee eee eee Hi 2,910 
Departmental Accountant Grade 1.2... 62... lee cence ees 3 5,940 
Clerks Gra Ges LVian eink we he hte bee, eee ci aiaa, tS Aan Sy Gianuctate sarees: ste a) ss ayauaahe’s 15 26, 550 
Clerk, Stendgrapher, Typist GradeLicice iat wee eee se eae 13 19, 500 
Clerk; Stenographer, Typist.Grade Tle. 2.50. bec oe hae cele ele By; 70,110 
‘Olerks stenocraphern e-ypist GaTagel bar uct alin Gissek a5 sos aged S seale, oie © ls 46 40,020 


$229, 440 
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KITCHENER DISTRICT 


1. Terrirory (area: 5,320 sq. miles)— 


Population — 1943 Tax Returns ‘ 
Counties re | 
Rural Urban Total REA: Ty2 T.4 
DV ECEPLOG Ale Ne sci htuieeo ss orale aed Dane 24,755 73, 965 98,720 29,855 314 1, 654 
VACA That a pers Vad OUR a Cab Nin a dob at 25, 082 34, 371 59, 453 11, 895 93 807 
PORE DO LU ah SRC Cie Ne hs eh aN 22, 580 27,114 49, 694 9,077 64 646 
PL UPOU See ed ey ee oe Whee a eos ae eH ee ees 29, 580 14, 162 43,742 3, eit 30 450 
SB ac PLS eRe Na MT Maa Fe aU DMB NN TA A 25, 057 16, 623 41, 680 4,354 59 389 
127, 054 166,235 | 293,289 +58, 892 560 3,946 
2. ESTIMATED CoLLECTIONS— 
Shite highs kbick Cop DURDRE SRT ALL Bie eel CACAO MRMRRRO ERD oO tars BRB Ape by! et Aah Palapye $17, 527,000 
CHORPOTAUTOME ass aie aeNNRe NPE WII BUR Ne Cr ates ine Ve et Ste i eas ati aac te 24, 830, 000 
SUCCESSION DUES ay Olle tee ee SARE WEIR I AUN SE Ma KE EAPC a RR 325, 000 
$42, 682, 000 
3. Masor Cities AND TowNns— . Distance from 
u Kitchener 
AE re MDA raD SIR eR tea ERR ADIN DPM ve eh aus ONC reer Ane MMA ET cially ah SES and 15, 346 1 
FTECHONET MO il ots MARIO ONS SO RC eae Te EL aac Temi agama a 35, 657 _ 
Presto ny, GUHA TNE eR TR ANCE at Taare Mele vane i cri Sa Ge ECM 6, 704 8 
WV TOEIOO Ne Me anieraRhe MAIS RIhSs Dar fay Teee eae ice tan cs eam IDE OMT ey cara) BURA 9,025 2 
Cinelli eased Moe oie la Me iti UC ve ta a oa beer Cane" en 23,213 15 
Stratlorc ne Meee a Teed waIBy MAY SA NSN AL TU Ne ASK NAD STRAIN Wty MO ce ance 17, 028 27 
Earn hes Cel aU MUoear ar A Sh AC a URL MI MMi TWN ae iy cRNA Aly RNA AICHE ay ON f 72 


ESTABLISHMENT OF PROPOSED KITCHENER OFFICE 


TNEDECLOT HL 2 ehhh Wh clare Lary LO ie ote ewe Se VSM sein Grades Gene Mae TRS fa NRDR 2s ak Ae ee eee 


Inspector’s Secretary and Staff Record Clerk........ Clerk Grade LV save ni hdisoe ae cain eee eeeeee 
Clarks Grade Lia haus seth: 20) Soe pe eee 


ADIOS, MANGE Mey V2 paeih e ha'e he eae MeN La Reels Departmental Accountant Grade III........ 


BA COGT NOTIN Ge ena LTA cig feb BASU eRe EG Ute Departmental Accountant Grade lI.......... 
Clerk Grades ice err eh UN UNO taleaed 
@lerk/ Grade’ Lie 2 5. ee ae eee 
Stenographer, Grade]... } aks se aoe we 
EV pist: Grade-D oy sca We gah einem meee 


GAsHinRS DEPARTMENT. «5.5 es i/o 6 in ce els oben aed pines Glerky Grade DV ouiaeite | nas Gee elcecoaue ht oes 
Clerki:Grade cy at Or i ea OU ee 
CGlerkiGradeul ae ven ie ora tie rah ae eee 
Pypish Grade Deis Vi a sucelate a rae uae tea 


ho = 
age “Tb Owe pea Se 


ASSESSING— 
COR TEL YA Baa gaOr Mil ONL tie NNN) ls S07 tre hag Teri Assessor Grade LVi.¥)) sian Ve eet aie alee 


USOT OR OLTOM IN Pours aG. GstraNte Bicinie coi ee Baha a Rae Mead A Bsessor Grade LU ea aces bao erate 
Assessor: Grade Lie oe ota ele see eee 


PRUINCSSONO FT O;CSSIONGLS «sons an Le lk Glee Assessor Cara Oy LT cieiea is ct ar aiaueeron eth aL 
Assessor Grade tila ys%s siisecita Cosmet else eae 
Assessor Grade oc) 28 ial ee eee 
Clerit Grade by tesa 24 acl terete clint ee memes 


INA AY AURA A VR AN ARI A GG Mo PAs A A ABSOSSOL CALA .E ss ote Hate Get elu muis Maelcc enema Pere 
Clerk Gradeshyvigy 215. Unda Sais snene tyne eee eee 
Clerk! Grade TLE eg Gy ee ea eee 
Olerk KoradeslT yy fo. oe eae anaes 


ESTATES AND SUCCESSION DUTIES.................... Assessor Grade dls aiok cee taller pee 


mw ANNE Owe wh 


ee 
TAXATION 199 
ESTABLISHMENT OF PROPOSED KITCHENER OFFICH—Oone. 
SOT BOTIONS Ee at Ra aka livdans aed weialaevelWe ates Departmental Accountant Grade I.......... 1 
Glerky Gradej Livi yang Ce ene eae eet 1 
Clerk Grade DUT Ke tee ate setae selene 2 
GlerkGrracdle LE i ea A ACY CORP eae ade ae 6 
Clerk Grade Tiree neo ecte halen ante 1 
Stenographer Grade ID?) 000066) oe cee ee wee 1 
‘wStenosranter: Grade! Peso SMa oa y tala dea ede 1 
TP ypistcarade Wh Feet ye BrP ener 1 
~ Pix RoriloIneT 4, Ta G08 ie cis bak be de dis does bela ese Departmental Accountant Grade I.......... 1 
Cleri Grade EV 6 lb osteo eae tk Se eee rare 1 
Clark Grade ELD cu We anaes a vemos 2 
Clerk Grade LE. wy eae Sao Cede ame 6 
Clark Grace Gite Pe ea ec ue ate 12 
Stenographer and Typist Grade II.......... 1 
Stenographer and Typist Grade I........... 7 
PVE ATE OOBE 5 AOC hE heise cate tear estar erad eitatate tas owe Glerk Grace LP yor a ok sce oat ae Bie ae 2 
Clearly Coral ety kee Mors Mai oa ald eMblia db aa heg eee a 2 
STOCK ROOMS. ce se cee cree pin ale ateiele Hew tle ale aiateralyn ie» Clerk GradevEL ly hyo 3s Ue Rem aR HL 1 
STEN OGRAPHERS Le OOD tate dettatalls sale stant bla Lie eeatalel brs (hue Stenographer. Grade: LID i) 2 tu. sess) tnwnes 1 
Stoioerapher Grade ly ee ay iGisudeuren sem ans 5 
Stenosrapher Grade Lo eet irl. cna 5 
Tax Depuctions AND Pay Routt AUDIT............. Assessor Grade Li id aes was aclveneuaen 1 
Assessor Grade: Di ya Pow Une ONS ea aes 1 
Glerk Grade. BV Oke era NEN 7 
GlarkiGrade. ler ay on fee Coe atic ae 1 
CHYerle Grade LD ate ete ASU cam gate 7 
Stenographer and Typist Grade II.......... 2 
Py pist Grade Lye tie tact ela dears ebea ue aeanee 5 
173 
SUMMARY 
Salary 
THSDECHOL cee Hoek Stain es PA eit ee Rare alsa eles glelede shal¥'G nave’ ai wei a as $ 4,020 
SO SSOEACATACOL Viv oa ee Ba Be rape tae oUALe i cause hwy lolita ip Abas quate and Mifeye abelte , 480 
PE EE ORO TOT CLL eee rae uhecoteeys Sree cle, aclinie/e slanelele ass euelviln tps elelsia' 9,180 
TA SSOSEOT CATACS LE ye eC MLe ee MIMO Ve rede Ete anatase Vk sl elary an tel aia isle aialaaiions 21,120 
PA OGTR ESRC O! Le es Rete oe cia essere alte dy sicl ahs thus wesw ie agin, A WOE) ata ere 29, 250 
Departmental Account Grade IIT........... eee eee ene eee es 2,910 
Departmental Accountant Grade I.......... eee cece eee eens 5, 940 
COTA. EV eR NONI, Lesa te haaits lelelie te eihe ute'As abe ota lle'Pe ate Pe 30, 090 
Clerk, Stenographer, Typist Grade IIT............... eee e ee eee ence nes 19,500 
Clerk, Stenographer, Typist Grade I]....... 2... see e eee cece eee 78,720 
Clerk, Stenographer, Typist Grade I............ 0. cece cence eee ees 42,630 
Wes $246, 840 
LONDON DISTRICT 
1. Territory (area: 3,849 square miles)— 
Cee ee 
Population 1943 Tax Returns 
Counties 
Rural Urban Total fl bs ee T.4 
NET CIASOR: 6 oho s ca ok See be oe ae ate ps 42,458 84,708 | 127,166 37,278 362 2,015 
RVKFORCS Us aes ae eee pho Pee ree 26, 567 24,407 50, 974 ese 2 115 754 
J OU Per tp eM eae Mehens hoee a ich NORE Ae eB 22,435 23,715 46,150 8,057 60 945 
Mo sria GOT cairo Oe acd et he ta en 28, 347 28,578 56,925 13,487 88 763 
119,807 | 161,408 | 281,215 70, 159 625 4,477 


Se ee 


2. EstTiMATED COLLECTIONS— 


TATA Sk Ce heehee, tite Ree Ee MINS Bia budteiois dare! die ¢,0se sib wa cath quelled Sheree 
Corporations........... Soe a SUE LP MIU APNG ai SRON EE fed date! dw tal etata\e vin ats aie tn ash Od 
SEA OSSIOIN LOULLOA. ear Toe dae Caan Rca a ohe a aI Sankt 4a mina d] scala weve asd els ela 6 


$21, 624, 671 
27,822,321 


274, 241 


$49, 721, 233 
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LONDON DISTRICT—Oone. 


3. Masor Cities anD TowNns— Distance from 
London 
1 Wrasse Ua) Rte Vand aaa uM RNS SM ED Ripe Secu tg ORL UA! oe Mcrae a RE a 78, 264 —— 


Tneersoll ey pits Sha Fae, big acaet. Link a ade aie Ce eels ee ey earn 5,782 20 
TAU SOM DULG asides ze Mate ee NIU dc oe eR RE REE CTIA aE atone late Ea 4,002 36 
RG L LLOTIVAS,. spd kg rnin ws Beste Leeda Gi ose e te eee eRe meee InN he ST UICANS ps cl tt aaneaan 17,1382 18 
Eig 10: Wee Amitai rer REPROD Mie NU AT en arya 8 Tae Ue aileron ge J 18, 734 59 


ENSDECUOL cities soe eae ek ale eins Bie RR cee a eR ee eee Grade lta Oe caiie ie yok Neen Cee ee eee +" 


dnspactor secretary; Cb... ysis vce eae eons Clerk Grade. DV coo) Pete ee, aoe eta 
Clerk .GradesTi accu 2% ei ehas een ants 


Executive Assistant— Glerk.Girade i] ii, o.).. sesh apse pitts’. Gee 
Executive Assistant—Secretary..........e.0eee0:- Glerk/ Grade Teach it eae ok eee eee ee 


TADGOUNEING IN: shia Clos 3th Ee ORLA ne Es a hares Departmental Accountant Grade II......... 
(including T.6-7-8). Clerk -Gradecl Vass ce is 7a once ee 


Q 
a 
ie) 
te 
~— 
@ 
8 
9 
Q 
oO 
_ 
S 
ho 


CARGHIDRS DEPARTMONT. US ares success Ch eto cah aes Clerk Graded ek ones eee eee 


Clerk Grade Di iin a stati sen eee 
Assrssinc— Typist Grade I... 2.1.1.2. esses ree eee ee 
Or POAT. tale red Seats sha cee RIE a ee toe a Assessor Grad@il Viv etive seca vate oe hoes 


Business and Professionals... 6 sive ccesscvceustea Assessor. Grade7L Vi.2.2. cect ek eee 
Assessor‘Grade TLE 4c eh eee 
Assessor Grade Thi a cee ee ee 
"Assessor! Grad@ul Sree e ain len ee ie Ree 
Clerk Grade TV eGo) Seon eee 


MM CTROUR HONG 4)) Mcraicies ohare oie e slce eek s FIAT Assessor: (rade jis oats atcnte tk ee eae ee 


Estates and Succession Duties............00cceccees Assessor; Grades LAtas toe co erees te. eee eee 
Assessor: Grade TAG Mote See ee ae 
Cléerk'Grade: LV Bea ten oer eee 
Stenographer Gradeiwe ser: ye 0 eee ee 
Stenographer or Typist Grade I............. 


COCEMOTIONS EIS Boor ek ire Sake Ore ee ERR eile Tae hes ene Departmental Accountant Grade I.......... 
Clerk) Grade PVini aie eax t cae 
Clerk ‘Grade iT Tian Seer ee ks ee 
Glerk. Grade cll. 2 Ue eon pga ans meat c ers 
Glerk (Grade: Tone Se es ti. thee ee 
Stenographer Grade Li.) 2i an. on, aches Oe 
Stenoprapher Grade Lie wate heen es 
Typist’ Gradeukey 20) vavaaa te adas ale eatin 


DAK SROLL FILING, -1.4-5-609 73, 22. Holi, caste ee el Departmental Accountant Grade I.......... 
Clerk Grate DV 20S Oe as ee eee ee 


Clerk Grade Joie oo me, ee ce oe ee 
Stenographer and Typist Grade II.......... 
Stenographer and Typist Grade I............ 


Tax DerpucTIoN AND Pay Rout Avupit.............. AssessoriGrade, Liste 3.48 tases ee ee 
Assessor. Grade bitit ono cten aso Some ee 


or ; 
COON i DD OOHTNE SE RAINE RB BBR HNN BPE WR ONY NORNE WHE AQP HOWHH BH ERR 


Clerk Stenographer, Typist Grade IT........ 
Clerk, Stenographer, Typist Grade I........ 


PVE AT ELOOMEC Ar tee te Se he oe | ee ees eae Clerk: Grade EEaih i re Beet os Coote 
Clerk Gradeh liens at te OCS, mae ate eee 


PEOCK GROOM pes MANR Cane wake eG ee ee a goed co? hm Clerk \GradetEaie, eine ake tan tee ee 


STHENOGRAPHERS POOH... bas 4 vic we sicl ac cull Moniek eee Tee Stenographer, Grade TIT). 55 Gis ee 
Stenographer: Grade, 2u0% sie ek eee 
Stenographer Grade lig. 0) ssc eee ee 


TAXATION 201 
ESTABLISHMENT OF PROPOSED LONDON OFFICE—Conc. 
SUMMARY 
‘ Salary 
Inspector: ./t4.)% ee ee EN MR adits ee Andy ie dees Steak ws 1 $ 5,340 
Hxecutive ASsistaner vac on.~ cial’ alae» Ries Meek THN hee ahs a wre sry x ei ae 1 3,930 
PCRS SOE. CAT ACL Gas VRE ER ee OS he eo AINE. RE deat alam! ohatg. e's oh hdarasens ee 8a 2 6, 960 
INSSOSSOL CATA OLE EO Sor ted Fe he te ee on. apatite Na feelin area datrena lolel Pah te 'ele alelaldte 4 12, 240 
PA SSaGSOr Geratler a Ere Pee Later Peet ie ces ated le the ci ridaniad Sohe's! @igioralate sere & 9 23,760 
tA SSGSSOr LAT ACORN ee Le Micah rama ate id dete Aad (luis wees ek eraies 16 36, 000 
Departmental Accountant Grade IT... 2... cece eee ee eee ee eees 1 2,460 
Departmental Accountant, Grade T.. nrc... ee ec ec hece ese e een nes 2 3,960 
Clerk Grade Lv arama weed rare e a ide ells Pate ew taatabe aie yp ane sles 20 35,400 
Clerk, Stenographer;: Typist Grade TID i ree ee cee ele ee ce es 14 21,000 
Clerk; Stenographer, Typist’ Grade TT. 05... ee Yin een ee te se 74 91,020 
Clerk, Stenographer, Typist, Grade To. .2. 1c. ec eee Se eee ee le’ 56 48,720 
$290,790 
WINDSOR DISTRICT 
1. Territory (area: 1,625 sq. miles)— 
Population 1943 Tax Returns 
Counties $$ | 
Rural Urban Total Da T.2 T.4 
essere Ps ON ed ee Ee a ail 44,439 | 129,791 | 174,230 63, 725 566 2,673 
WOR Gere uae oe dace ae feet eee aig alse ae 34, 222 32, 124 66, 346 11,763 90 914 
78,661 | 161,915 | 240,576 75, 488 656 3, 587 


Eee ee 60080» 


2. ESTIMATED COLLECTIONS— : 
ETUC VLG Wall See een eee Ee Lic ee ERE oe tere aes omen owe Wadi, a Rie Hidarhs lo: Matar of bcoits:cirabs hens $23, 380, 000 
GF POL ALLO seas Sale G cae cists Mecha ata dhe Mectetes yeaa a acd ets etnceiots aftio ysielausteece as 8-15 29, 220, 000 
ST COOSSUO TTL CLO ie Ee ie call ee Une shar al od aad ale Wea lad Sad, Blane vrais Dein aus 297, 000 
$52, 897, 000 
Distance 
8. Masor Cities anpD Towns— from Windsor 
VAL CL SOr maar ooo) Garret Mee eine UML. in oe Sra nyse Mesa tere atte Sia! 5 51-4 dps ge aig 105, 311 — 
ea tine (ots tansy Ge ee ete Met aig or are ote F pb te pea Bee rue Bin® ie gE F 5,858 ao 
TERR eT aea GER «daey tog Ae CMR ota rss © Seu Perch DU EAN La I ad a OU gp Si 4,878 5 
GS RARE eee oC re ead oer ah Salers i al the, ai tah taal are ete nie es 17, 369 51 
WH LIA CERTIP ERS N's Sa micdeanamen lata erm Gin reer) sacs Me Aa teie vidiakede eagle A abee 2 4,986 68 
ESTABLISHMENT OF PROPOSED WINDSOR OFFICE 
ETISTICCA ORI Ie heer ee ie, ao's. hv Alet eb ry st ohnsbare Calg # Bal gl oa 0 CFLAGS oes hts va od aerate Vitrerais & eae ge Cefn i! 
Inspector’s Secretary and Staff Records Clerks....... Glerk' Grade lk Werte: sietaaecos: sade qantas 1 
@lerle Grades Ls wets caret hy ters oe toy eae ears 1 
Clerkg Grades: Sak ari mie 2 eB Men, eer ae maisiaeans eke 1 
Ceti OA SUIS CATING ert ine y cca ae haetid Bal Cuolalla ealla Sfatorebele sx efole ele SEW ete ae Walaa wejare go wl eS neraigs iale ee alana eke 1 
Clerk Gradell ae ae a eee 1 
Stenographer: Grade: TDi. serie. akon ee 1 
ER CCOUNLEN GGG eek aoe ee ee Sa ete wictene Oals cls Departmental Accountant Grade II......... E 
(Incl. T.6-7-8). CGlerla Grade LV ea aa bh we ee mais eee 1 
Clerlz' Grade: TTiiske aeons eae eed eee one 3 
Clerk Grade II....: se We Be AeCE AA BEN SSN i SO Tach 26 
CEE RVES PAG Gib Gees ote ibe ae Caro AA oe ae ae 12 
CASHINRAT OEPARTOCUN Tse docs «ok ai ae is Os of se rere ee yale Clerkesrade:l Wok waves vsislnc wovenes taste ean’ 1 
ClerlaGraderlilvn Miss sesame lan coe cesar 1 
Clerk Grad orl Tape al eae eee eee ee nee ante 7 
AssrssInc— My pistiCrracden bea ae Oh 86a als ectaretare ‘ 
Cor purahione onl ne teed calle Dhol a nd haa ere Rs Assessor Grade:l Viscusi & o's. dou selene 1 
‘Assessor Grade LIT tA). 6) Dasa oa ace tea 3 
Assessor: Grade’ Lily aa wa... oda wtemets «cakes 3 
BUSiness: GN: ETO) toda haces He 6 onde eae Mattes dieted Assessor Grade I Vin, ica cual aw es @ cease 1 
[Assessor iGracde DEL sey. star scare oars ee reer 2 
iAaseasor Grade Leo tyiee ti ay verere uae emas 4 
Assessor Graded Ja p24: 5's dad aes ecateie eerste tes 10 
@lerk Grade skys tee 1 cs eacaians ea eens 2 
VE CTHOCA TAL oo oUt Se OO EO he Fk OR ee era Wssessor Grade lye 52 ea en atk eg tes 1 
@lerk:, GradeyEVes site on va tay ein alate ees 2 
@lenk Grado LLDestiy era he cee ee ee 2 
Glerke Grad ocLis wis ee adie dn ate tease 9 
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ESTABLISHMENT OF PROPOSED WINDSOR OFFICE—Conce. 


Estates AND SUCCESSION DUTIEBS............-0--0 00> Assessor Grade Lio ankle © Oren 1 
‘Assessor | Grade: 2c stacey ace tas oie eal ee 4 
Glérk Grade LV eval. . oW able sulaiete te eee 3 
Stenovrapher!Gradechh et pare bie oe a teueeeee 1 
Stenographer and Typist Giada b Rae I he he 1 
CHOLLECTIONS clic eo ei ee Oe oer ko Eee aS pmielg eee nae eet Departmental Accountant Grade I.......... 1 
Clerk Grade LV aposes eile fa Geer une 3 
Clerk Grade UTD iiss i ain Gletae Sieeere 2 
Clerk Grade LE: oi Siages witha cased ae eee 8 
Clerk Grade Tii0b Wot Nee a sia ai pela ay hi 
Stenographer (Grade IE: k.vieb eee 1 
etenographer: Grade lL, sis. eee ere 1 
Typist Graded 2447. Are ee ee ee ee 1 
LAT LOULMEITLING CL po-D-G00; once a aie seat Mise pean Departmental Accountant Grade I.......... 1 
Clerk Grade. LY is. ook oe ieiee so tee 1 
Clerk Grade TLE oo ois 2 ee ene y.) 
Clerk: Giracterl i ilo eck SMR Feta 8. 
Olerk wGrade Love So oes Rae Se, aah. Balers 15. 
Stenographer and Typist Grade II.......... 1 
Stenographer and Typist Grade lI........... 7 
INU ATE. FROGMpIY. 2.1 eae Ee ae es) FUT IAI Lm se Lc ty ClerkiGrade EE O80 ier i ho eh eae ys 
Clerk iGradeil ee oo. Vea eee omen 3 
TUCK VOOM sch tir uate GR enaeN an tk Retna MEL. net tna Clerk (GradevEh Laer 22 ae aes oe ee 1 
STUNOGRAPHERS POOUT. ous corse tp ene ee ee teste Stenographer’ Grade. LEE, Sogo. t ect ewe en 1 
Stenographer Grade II.........00...0.0. 600 6 
Stenographer Grade: lyon ean eee 6 
Tax DerpuctTION AND Pay Roti. Avpit.............. Assessor GradeuL ls ye Vere con eee 1 
Assessor (Grade dyes oda) Sie ea eae 2 
Clerk: Grade TV wis ee es SL eee ae 7 
\ Clerk Grade Dlr es i et Oe De en ee 1 
Clerk, Stenographer, Typist Grade II....... 9 
Clerk, Stenographer, Typist Grade E erebe ov ena 6 
214 
SUMMARY 
Salary 
TaSpeotor Was ike oe CSR A a LS Ape REI ea ICO ate a ea 1 $ 4,500 
Hixecutive Assistant. Vissi wee re okey Slalelne Mie eb weve aoe Ue dle an ea ale 1 4,000 
Assess0r Gradeel Vii Hunted Meu ee syd oe So) MPR ese oc ave Nea RANE ee ee 2 6, 960 
ASSESSOR OTAGO LLDE fied Warait gs ee ie ape iddl alice hae Pane Ae ETN AUT oP pe U RCaE We an nen Ly 5 15, 300 
AssessoriGradenLe ty: ahah eel ead ened rie ie alate eles icteric Mane 9 23,760 
INSBESSOL) GLAGBek Fees ela edhe Ualad Wada teas Beka tea Ceres kis Bah recent 17 38, 250 
Departmental:A ccountant Grade worries as. d tanks Gales deer eens woe ee 1 2,460 
Departmental Accountant Grade ace 2 eae oe eee cd eee 2 3, 960 
(Herk Grade DV rye Cee Ah € ele ita 8 EC URG DMR en Sip POL aa ea 21 37,170 
Clerk; Stenographer; “iy pist Grade ELEM 300 Nig oie at, be ee rte 14 21,000 
Clerk, Stenostapher,) Lypist Grade [Pci era See eee eae 80 98, 400 
Glerk® Stenographer;. FypistiGradevei tisk eee ke at ween aoe 61 53, 070 
214 $308, 830 
KIRKLAND LAKE DISTRICT 
1, Territory (area: 143,835 sq. miles) 
Population 1943 Tax Returns 
Counties —. 
Rural Urban Total aD ek Le TA 
RROCHT ATO Ths pisimrecueio nd 7 ciate paris Rune tatene 42,076 38, 654 80,730 928 
menmiskaming, (Ont!) Aaa tons 39, 273 115331 50, 604 622 
emiscamingie, (Quoi hace oo uk Mee 2a, 000 17,115 40,471 478 
Abitibi {One ea ee 49,569 18,120 67,689 422 
154, 274 85,220 | 239,494 2,450 
2. EstiMatep CoLLecTIONs— y 
‘Bile Eh g'hc oF: 0 pt ain Mpa MLE AUN pet 7k NN Toy ibs JM ag baba) Uy SE WU aie tke a A RS $15, 230, 000 
COrpOra tions asi Oo c wicahs On Osh ¥en INO LE GH? de oe od eae DEO es Cee eae 5,102,000 
MUGCESSION HIUCIOS: ; Heir feel Goss che Sree lte prelate a Mette cae ny enters ean a), a 200, 000 


$20 


, 032, 000 


TAXATION 


KIRKLAND LAKE DISTRICT—Cone. 


Distance from 
3. Masor Cities anD Towns— Kirkland Lake 
4 S50 saw aah ofS Paget ied oO J) ANT UA Sa AeA ai ws al Se AE ER ne 28,790 99 


54 
119 


ESTABLISHMENT OF PROPOSED KIRKLAND LAKE OFFICE 
PRETIOCLOL 5, ta. a) cE aS ERAN tL ete lec UU aly arg ak ar ard aetna ‘aie ay She grbrs neo tid bs 9 oo cont cht ast ECR 


Inspector’s Secretary and Staff Record Clerk........ Clank Goraderl Wie ites icc toes aes 
‘ Clerk Grade II 


OO ficey M anager. erter tn outils incisors daveneteat ote larans bial Departmental Accountant Grade II......... 


CY 


ACCOUNTING— *% 
Ledger Clerks; Interest; 2 6-7-8. foe eee os Departmental Accountant Grade lI.......... 
Clerk Grade Libis arse eeu ioe: a/c senate 
Clerk Grade Leda isk aie hate ake ane tive ae wen 
Glory. Grader bau niuita trace So ite Se Auer Otis 
Poor eka S gece (ha MMe ee aD Aaa ep EL SE aaa i Pe Ra) 
Wai ep es Cele C10 BR OY AU Ge APL tie Male | 


GASHINRS | DEPARTMUNT Yo 60s Voy ee baler tae eealyirens (lor kG ae. b Wiriry seals wear en to haw oon wlae ee a ae 
‘ lors Crraclevk LE suena nance hue sci Sei naan 
Cl erieeG rad oF EN yee CC mn aie on ata 
rivet) Coradan the VEDA wei ti Oe NCA a oe 

ASSESSING— 
Corporation, E.P.T. and Individual......0......... Assessor (avade LV er eer seek Ore Ue aig 
iAssessor Grade LER sty ses e elie mien ne cleats 
Assessor, Grader blue n Wea nick a ataen ain Ueno as Sua 
INISSASSOT a Car ACO Tarecyie ay aha th eae ar arty eet ac ae 
Gloplatyra Gey LW el auicr peed te ele onda eae 


CTOs LE ae ee ets ROE aE ee ELS tee aba VA SSESSOR(GOTEC GL. Uae Mite cues etal genie cls 
Wilenks Cavace, b Viity moe above i lGere auesan natal aed 
Clark) Grade he gas sehen ume a ere en eRe 
@lerke Grader ry a en Mai en BE ACRE pee 
StenographerGrade le: Cec anaes ste) ate acc 


ESTATES AND SUCCESSION DUTIES...............20000- VASSESSOLCSPACIO LE cl cee fue Mtoe anata wigan cuuirent ay 
GterkiGrd deck Vl 3 tee Pye he Oe ee eee arate 
Stenographer: Grade klaus ile eter Ae eee 
DEV prst) Grad Oc Tee Wel hat Sk eae al 


CEGELECTION Sy parole T Anat e Ss Vt ave ick unee ete tobendac ele ole ce beet Departmental Accountant GradelI.......... 
Clerk. Grade Ei ae Te ta eae 
Clerk'Grade LE ia he ae. eon cased pe 
Stenographer Grado Lyi. ow peice Wate dole onatel 
Thy nish Caracde Dba wa viet spstc) seen abl ateray Agee 


ELINGUAN Ds LULA INSEE Ey i! .0.82 of rR, Ais oie eure § gous ai Glarla Gra Gert Blin wah raetone tears hi ues Kaeo ai 
Clerks Grade Ty ye ea AO TE sears Nays no 
Clerk Gira de wwe te erat Teen erent petal 
Tapist: Catade chs Woks Xs cle wks wb Wikre wate 


TEEN ODS SDA ate ile Res pd hing 8 RL ee gece Gerke Grace TEs thas cig cians see cuenta enti te 
Pea her CePA CLE VEE SiN Nits Lis te aie scala ntan’, Stans Laie ae 
Day pisty GLa cers, ake Wows sialetta ae ole hie ane tdraveoee 


SIWNOGRAPHERS POOE Moi chan wie ele ae ey an CuI eS Stenographer Grade LE yw isate ad cote 
PEeNOREAp her CaTAdS. LEC 5 25! Fee siace ee eeinatats 
TEV DES COTO) Pc) ata cheat di ah no! 2 ehaaye! ae chaaain aiatahate 


Tax DrpuctTIONsS AND Pay Rott AUDIT.............. TAISSOSSOLL GLACLO! EL wipssanarsete tals srehareie) ree taeratanans 
ASSESSOTN Gr TA CLOn Merit re ie a ain sla War Shay gear evunS 
Clerk Graceul Vitesse) Sone ed deer skal ca eeaate Vela 
Clérk Grade Tilia. geek. eS Oates ohare anarebe 
lorie Graclex Ee ean eee on oe SPIRE ly | Senet ae 
Stenographer: Grade La). eiie. ayers ae hae 
Glork Grade) bar STAAL Diets eis a ies 


TAX ROLL AND INFORMATION 2330.00 5 Cd he a ek sels Departmental Accountant Grade lI.......... 
Cllarkk(CTRGe cd LBs ed ee LIL Oe NOP yesh ae daha 
Clerk Grade II and Stenographer Grade II.. 
@lenk.. Grade Peeve Phas lca aoeto sehen eb tata are 
Stenographer and Typist Gradel............ 
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myALL Si SPECIAL COMMITTEE 
SUMMARY 
. Salary 
TNSWECEGT. Rardin os hea eso Sh oe Wea are alata lense pike Uaelet eiets ote Sane APRON GPR foliar 1 $ 4,020 
Assessor, Grade LV scouts hic a en ov bates SR RAO el Solr bee stats Fe II oe 1 3,480 
Assessor Grade Ll fs oreo aide AA aR ee NEE AE eR Eee ice aan esi a ate 2 6,120 - 
A SSE6SSOT (TACO LLY becrencicls Sree Se CoRR DR Oe IS cheba Pevatis conden hous ane amiceatae 4 10,560 
A S868S0n Grade oe ait ree Oe tela et ee SIO sicies 6 hia ancien te 7 15,750 
Departmental Accountant Grade Il i eo asics nee ea ccm en's oer veel 1 2,460 
Departmental Accountant Grade I.................: se Die, Sanne peo ee 3 5,940 
Gletk Grade LV eee wine ine a ek Se ee SAUNA aah SE a Mh I Re or 12 21,240 
Glerk. Stenographer; Typist Grade Tiree esau cls bin eave’ 4 ae ponte 11 16,500 
Gletk, Stencerapher, ‘Eypist Grade Dire ilies asivcee levels utes tee oe 37 45,510 
Clerk: Stenographer, Typist Grade: Ti see oc oi Weenies wedges et 36 31,320 
115 $162,900 
SUDBURY DISTRICT bat ee 
1. Territory (area: 50,862 sq. miles) 
Population ; 1943 Tax Returns 
Counties a 
Rural Urban Total A eal iLee T.4 
NZATE VOU sie Bara Sie aor erste, wvecatiha ore aches 20, 298 9,785 30, 083 2,014] : 15 . 358 
WANA TA Ais see Au SLRS ga Uy Ge aimteny eeenage 21,520 30, 482 52, 002 16, 339 43 468 
ESOT BO) BEAATGRT tr va Nt i IRR ine EM at eres A 37,957 42,858 80,815 24, 065 iD 1,100 
VS fie 6) CoV Bn Kean ye REALS BS arg Sg ta Ab Dea apart aod AyD EM 19, 668 23, 647 43,315 7,168 60 DOL 
NEE ILOU LAN e Aes searches Moai} bites heres 9,051 1,790 10, 841 G58 ila aera 105 
108,494 | 108,562 | 217,056 50, 244 193 2,582 
2. ESTIMATED COLLECTIONS— 
UBrVoshiate qheeWlsie em We Welate nl babs HP aH a AU nies Mis So ANP ne Ray A ial RE, oe tal cated SN be $16, 414, 000 “ 
Corporationse.ss 35s) Sb eee eae ok aaa wane eas MERE SAO ea aE RR RG Par 4,586, 000 
PUROCESSION® MULES. oo.) Ss AEN y OES Lee ce be bine ot Leoenmiete ai eet alee Gee te ema ew 210, 000 
$ 21,210,000 
38. Masor Cities anD TowNs— Distance from 
Sudbury 
ROMECLISUE Wa rake ea Poa alte Gra etn els aan We Soete BGG Me BLE SEO NC EMRE Cave ikl a ere 32, 203 -- 
Peul Lis tee WL Are cs Pe Wis) Lil gece ip eA UNE ONS RERR ee A ote i ens 2 nae acne 25, 794 183 
Ros biahtguree C126 (he MERU MU meng Bueuean p SAL te Muley Tue ies eeMTA UN te CL oirg ibn Wh a 5, 765 105 
IN OPE CBA. Taek ip hae fer taa eRe ah IER RL NE GN Rp ea ia 15,599 79 
Sibarrenn Has 26, sie ay BES ee Re ence tote potatos ors a eaten ea eet 4,576 / 56 
ESTABLISHMENT OF PROPOSED SUDBURY OFFICE 
1 RANE) ever) 127 oA Dh a Aa i aN oo 4D te Graders 3 tae ots RAR ea is et eee ee 1 
Inspector’s Secretary and Staff Record Clerk......... Clerk’ Grade TVixiy ... once es te ee 1 
@lerk: Grade TR ke. oe ee eee iz 
Omice Manager. i wie ethan hve g Meee eae Aine pec Ea he aes Departmental Accountant Grade IT......... 1 
AccouNTING— 
Ledger ‘Clerks: Tnterbsat: T.6,'1.7, T8., 132.0... Chief Departmental Accountant Grade I.... 1 
Clerk Grade Tear ei eee hs eee 2 
Clerk-Grate ITT c. She). ese eee 9 
Clerk. Grade. oak yo). tee eee 3 
(Pypist!Grade TT yi pans wapemine Ante aa eee eae 2 
abypistrGrade Lives. ht oes, cen eee 2 
CASHIERS IJ BPARTMENT 3 so 's v'v.ae sie dee seh ie ate tenie hn Head Cashier—Clerk Grade IV............. 1 
Clerk Grade Silo ce. Sib oie ak the peeeeeene ee 1 
Clerk Grade Li. o7< |. Saioers es.cdeneey sheen eee 2 
pa a ypist|Grade P05 fc) /0 cin aa nee 3 
Corporation E.P.T. and Individuals.............4.% Chief Assessor—Grade IV...............000- 1 
Assessor Grade LH. rls Tae Gime ee 2 
Assessor GradecLi. 7:54 <linee vee mit oie cee 4 
Assessor (rade.t. i... ick see see te aan 4 
Clerk Grade LV IX on5 ares ee Bite MPN a Yeas 2 
MEMIOKGT Csr dege v PLS he hide Phan CERN PAUL hes Chiet Assessor, Grade dic... cance fem aes ie 1 
Glerk- Grade DV. 25452". 5). Pee wip cee aero 2 
Olerk Grade Tes sie cites S20 cee de eae 6 
Clerk Graded. 9, is 3) he yak cee eee mee 2 
Stenographer Grade L7 >. Yedeee pas ae eee 1 
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ESTABLISHMENT OF PROPOSED SUDBURY OFFICE—Cone. 


Esratss AND Succession DUTIES.................00++> IARSOSSOL- GAVACU OW Fo clk ey ue gre Cty oats 1 
(olerk Grade: LV oi Geiee coe oe cea uate Rtn 1 
Stenographer Grade ID... 0. Ae ae 1 
Miynist doratlen Doreen. sa ee a cia a aia 1 
Glo, MA by gf 8)-] Se Ree we Aan Bi lh Mt: ie ee ae Chief Departmental Accountant Grade I.... } 
Glark Gradesbl Lovet as Ui eens cate ene 2 
Cloris: Grade: Div ew asco deckes oon oe eae 4 
Stenographer Grade Al. fis i. 050 ae 1 
Fy pIsb GYACO: Lapierre fos cys ds ttwneclel par aek oraeees 1 
RCITINGLAND. | RA NSER RG Eisai oe sii Tate ine lala le gree ral Clerks Grade Vie oh Prisea se orca Mee "sacar ae Rigen a 1 
Meri: Graded eee ae wie ae 2 
Clerk’ Gradanlve er inc vernksicke ose sis e aaeen ae 4 
Typist Grade. Di ye, cei curatcetechealtte islet craters 3 
SPPLINS AND OTATIONIR Wi duiclee dice. deine cee op apie» 6 @lerki Grad eel ee km aac uer ial ne eal 1 
WVU ATT eaters Ue as SR A ROA she rh seat al veaheerlg wancai, seasons Olerk Grade Elegy ec ee a heave eaaheee aiseere ; 1 
Mlerki Grade Le Se te Ree NaN CI al ee ye 1 
PDS HISENC ATRL: ee ete kid aemiaeta ha ha ie Glance 1 
MEBNOGRAPHERS POOL se ae bora Oh erates Waite seat Beil Stenoprapher Grade TIlE fon ala ee sss 1 
Stenosrapher. rade LE ane eal vee Oe itt 
Sy PistC MMOLE iN ike. aU ala alent, ners 4 
Tax Dspuctions AND Pay Rott AUDIT.............. ‘Atssessor Grade, EL acme nadie eenevahrsreee ener it 
INSGESSOT: GLACE. Lye ctee sete as nota: inate 1 
OlerkeGrade Verein a ctc ee Ware arent leas 5 
GlerkiGrade PUT Veer sols alia ettanc aee elade re kel aia 1 
Stenoerapner (arade LL, oe Gy sats Mees) a siete 1 
GleriiG rade dee ie ete eikca ict oak lel hanced 5 
Clerk Graded ee aia tata ctoton abe 3 
Tax Routt AND INFORMATION........0.0ce cece cece enue Departmental Accountant GradelI.......... 1 
GlerktGrade Leen aaltepet 2 
Clerk and Stenographer Grade II............ 5 
Clerks: Grade yy ee ie weil enc 4 emis a a Ree 6 
Stenographer and Typist Grade l............ 3 
124 
SUMMARY Salary 
TDSOCEOL eee we ish ore MOAR te eta ea NU aLelh. fn 5BE euetel tate ete Alei wipla ae a8 1 $ 4,020 
PA SSOSSOLEGHEACORL Vil rey eRe eR ate ares et ease te ras Un e ePeMav sp chet rece ahs, d eh gel 1 3,480 
A SRORSOEICATACLOUL LL oo eR ee CME EL GL al, Mach Wale laiye uentet adie alga 2 6, 120 
PASEO CATACLO) LDis Oe) c ere ee ae Meant AREY death Som eie had ese eda abe ae ocaie § lated eye 5 13, 200 
PASSAT ACG EOS Milt Ee eee TEI ee GW clei oy Mieharatainie a tos eed sale 7 15,750 
Departmental Accountant Grade IT... 2.0.0.0... cece nce e eee es 1 2,460 
Departmental Accountant Grade I........... ccc e eens 3 5, 940 
MPVs be sl Vie ee te ae eR I i 52 aM, au chlg te de aiel wusral ale ce pie haya ee 13 23,010 
Clerk, Stenographer, Typist Grade IIT... 1... ...... ce eee eee ee eee 10 15,000 
Clerk, Stenographer, Typist Grade IT............... ccc eet e eee eee 43 52,890 
Clerk, ‘Stenogranher, Py pist Grade Foy ee ba ica ahl neal wcea ome Ut os 38 33, 060 
124 $ 174,930 
FORT WILLIAM DISTRICT 
1. Terrirory (area: 212,967 sq. miles)— 
ee 
Population 1943 Tax Returns 
Districts 
Rural Urban Total sleet d hie T.4 
Thunder ETS nh FeAl es Md dat acaee Ste 27,210 57,990 85, 200 28,715 157 1,164 
Kenora (including Patricia)............. 20,749 12, 623 33,002 5,089 42 375 
RMA REVOR 11s uues a elenretinla sh aashe es 12,030 7,102 19,132 3,625 24 258 
59,989 77,715 | 137,704 37,429 223 1,797 


ee ae ee 
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FORT WILLIAM DISTRICT—Cone. 


2. ESTIMATED COLLECTIONS— 
TrdlivVichaale oe Oe Ue eu he ee ere 
Corporations 
SiiCceSslON LD UGIES Coes he Aue wae iene Neem reeeag 


bie ighe ao 8 8p whale ee a bole coup © le) 8 wy) yeh duel © 'p le 


3. Masor Citiss AnD TowNns— 


Fort William 
POKE ATE DUT Cee ee Meare HR RT aaMd oe reba) ele 


By. Oey Ter Rian FGiet 18 (eye (loo elke Je) rowoueliel bake twgiey ten Sele! te: oie 


@) eho akon) Ol lellelie, of 6 erp Ne, ees lpn wile odie Sess sy (enlace 


ATES GON. Shes ees dete Cae een etn rte olR SU Ret teh at CU 


Inspector's Secretary and Staff Records Clerk....... 


Office Manager 


VACCOULNTIN Gly or iat anit. Re Rash Mal cern eel Man Rania ht te 


CASHIERS DEPARTMENT 


SA ek BAG) wre ian tell Gl wlie) ©.) e\\leiii ese bry Olhimi ie fl) inte Lt ete es: 


ASSESSING— 
CORVOTOLLONS ha aay hak WOE Leta Ts eee 


Individuals— 
E.P.T.—Business and Professional 


IME BIOL VET Meine Dlteandtiiellt ahead Ta edana ig aa ete eon eer 


Tax Depucrion AND T.4 Pay Row Aupit........... 


CE OTA RETTIONS iy Miter ean hU ba ONT ROTHMAN Un Men La San ae ere Aa 


STM NOCH APHE RS: POOIs fit iu ita, 2 geri tal ore ROU ain ate She) anti 
MATE (STATIONERY AND) SUPPLIES... 6s cuuuicis ula see cule Nee 


HTLINGAND EL RANSEER Shy, Webra ie toy) x Uap ihe ean ae 


BDAC ECOL Deny cue uiait ti Te dem CEN an EE LCE DAC pan My eu Mu aa aR 


Clerk Grade 1V 


$ 9,415,496 
2,994,736 
20,010 


$12, 430, 242 


p) ote feria le a de (6 ord tele oe: site| ee ease elie lel ere ee 
eee er eee eo em ee eee Reese seo wpeeer ee 


Distance from 


423 
126 
208 


4-4 
293 
231 


Pvelv ce where 


wifeelteye able) os, @ieriwle Vel\er @ fell @ US Bh oe e leks 


Clerk Grade shd i000) 0c ae os age crass ieee es 
Departmental Accountant Grade II......... 
Departmental Accountant Gradel.......... 
Clerk Grade IV 
Clerk Grade LIB al. Rati on ele seinen 


Clerk Grade Tho. leech Pee eee 
Clerk, Stenographer and Typist Grade I.... 


Clerk Grade BET). vs su ie eae ee a eee 
Clerk’ Grade: Lhe Sai ee clans esene teams 


om ere 8 tele b) AW tel © loth e/tej16 58) 'e Key shen eueie ia) lela 


Typist: Grade like eek et oe neeoee hae 


Assessor Grade III 
Assessor Grades ble cat) Satie enrens aes ry 


‘Assessor Grade Ul Eee mice croln here eee eee 
Assessor Grade II 
Assessor Grade I 


Clerk Grade IV 
Gléerk: Grade Lieu ne oot fae rece 


Pei Mn ROR ON ORE ACA ee et Sr aya he ak 


a: wo \iajow) Vo) e cd so) Yayo 40. © ©) te; is" Tel let 6 maid ma ee 


Assessor Grade I 
Clerk Grade IV 
Clerk Grade III 
Clerk and Stenographer Grade IT 
Clerk and Typist Grade I 


eC velleielie ia) @ mre: oe) ¢ jelmLess eden Spee. elass bin iae 
erwlele is tele epeke eye, a, ©, 0) BK @.10 (666s Wyma ebee, 


Departmental Accountant Grade l.......... 
Clerk Grade III 
Clerk Grade Tis.) bch olh coo ee eee 
Clerk, Stenographer and Typist Gradel.... 


<0 4 0 6 8 ehh eve sse 6.00 850 ©. 6.0 ele 6 ip) © @: 0 ts 


Stenographer-Grade TID) Sinan eae 
Stenographer and Typist Grade II 
Stenographer and Typist Grade I 


Clerk Grade: Lib) atin. oo wale tee oe 
Glerk: Grade TT ie 4. atts sac theieo arathee sapere 
Clerk and Typist Grade I 


Clerk Grade IV 
Clerk Grade The 1) avi ks ean 6 Oe oe 
Clerkiand (Typist: Grade Tsai) aes ae 
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GlerkiGrade Lai) a aca 


Assessor Grade I 
Clerk Grade IV 
Clerk and Stenographer Grade II 
Clerk and Typist Grade I 
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TAXATION 207 
SUMMARY 
Salary 
RSTO CEO es ed CMe es Le tet M ELE Micra a wata trea g/ajace a Buel w Ra Bk gate Bates iat! i $ . 3,720 
A SapaGOE EaTHG ELL PO ers ee ala lsd anh! ball oo: WRoale BNR Hae one ate an @ Ne 2 6, 120 
Assessor Grade Il...... su Ald ia 6 Be MDS Sa ea OMI gM a ME CPO 5 13, 200 
ASSARSOL CAF SUS Le Ole OM ra Nie ha, Geanedl dicted se warundcclace Y wlera a OR NT EUR AEA RS iE 15,750 
Departmental Accountan$ Grade sd ar seaici as aie a ge Hal ebb bla te ba 1 2,460 
Departmental Accountant Grade Deroy Pitas vege belles abdech « 2 3,960 
Olerk Grade EV). ise MaBMir DIR ENS Cui ee Nee. SCM ene a vied AE an 11 19,470 
Clerk:and Stenographer: Grade LET i ri ce oY a Ok sea ke le 7 10, 500 
Clerk: Stenopraphers Lypie Valader hes eS. A Sb ciava)alsdisla aly al a as 35 ' 43,050 
Glork ‘Stehographer  yotstiamade ley iM nie une a mels laal tiie ale) ay. 26 22,620 
97 $140, 850 


WINNIPEG DISTRICT 


1. Terrrrory (area: 219,723 sq. miles)— 


Population : 1943 Tax Returns 
Districts ———__—_—_——— re 
j Rural Urban Total dG | 22, T.4 

BMA POS Lhe hie tonal Gane chet ak De So 27,968 | 224,790 |} 252,758 | 115,180 1,928 9, 663 
NS TATICLOTN ella ter s nA les aie Cue TS 5 16, 334 yan ye | 38, 505 10, 060 81 351 
CON ST acd LPAI RRT RO A Nips uke Pee MM 34, 438 4,604 39,042 6,994 26 58 
UD EN YA) 1 self PROD aT 2159 AUS at NO ae PRO 32,249 8,197 40, 446 2,701 20 87 
£9: loach gp Re Re LO = a MERI ot ee I 25,841 4,534 30,375 3, 344 10 35 
CCN. ah Pe ear mde dare uaWal les 34, 278 1,859 36, 137 3,892 10 58 
Narauetees 2 4 Va) hvet Uae ee tae Rens 29,895 5,816 35,711 3,459 18 70 
IN GED AES oaks! hth ah oe ana bta cea eaegrn N MLe ig 26, 143 3, 892 30,035 3,466 20 70 
Portage te) Prawie yl M yey eV dees 21,633 iieoe 28,965 6,536 20 87 
PTOVENCHEL cea ee eeeae Wins nia Wiere 36, 362 1,807 38, 169 1,828 20 46 
Niiponssecs) \Atteie ose neat Oe ee ay Cc 12,653 23, 652 36,305 8,304 26 87 
REET Kee ger ee) RY a SOR Mas ks AM ad 48,635 7,695 56, 330 2,887 15 58 
DROW PAS Soheb cyte: WaniWa ase cated aba: aos nsaraten i tale 18, 083 3,965 22,048 3,071 15 29 
SOREL a ed Ce Lat RON GT LN OD aie Patel ean 43,359 1,559 44,918 644 15 23 


9. EstimaTep COLLECTIONS— 


BF Vo baip ta Lied rete gigs eum tena bacon yesh} 10) 7A cag Re OA, CRM Age AU NURI oe RR cy $36, 529, 303 
EGE PORALIOUS ae oe sei acec RRM an auna aces AIRES CAR Sia lac utah alae tented ef 4 27, 387, 792 
eT Taelstcic COVER Fuk ee ot SIDA a ARAL  Mheoh Fihe| DL 0 ab a Cas nb ee Ae maa I a 231,990 

$64, 149,085 

3. Mason Cities anp Towns— Distance from 
Winnipeg 

VAMTETIOD OS Meg ete ce aid en LEO, MINS RecA, euco a TREE) SEA UNL A Al diel 6 221,960 a 
SESS OMTLA COMER attra PRED ree acai, Wino dy MUR Ha (Ree Maer A cet sph aetir ML 18, 157 — 
4M acneter steve ys ylathic ARMM AMG 31 RG CAL itera MLC Ra a geu hy MR ALPEN a 5,495 7 
POLUAGS FACE TALLIS. | PASI lie ike ae UREA aE eto eus Lis/aicheaby bv oyeiare 7,187 56 
LBs eR T a CG UCC ORD AR RRS ATEN CoM eg SM a VMRREaReaR Ah StU fo RL Rae SMD Sie Di a 17,383 133 
Pieri ict enie Sea eta tan eee aN na NG Voice tae ACO elo Ce Gt ON Aali h 4,915 23 
PIAUPUUN Pea RIE ete Ie Staten whence NG RUT CL ent kag tah SN 4,622 177 


ESTABLISHMENT OF PROPOSED WINNIPEG OFFICE 
TICE LOT Ore Weer Laat nt spans Nace ekiriars Habis Nas, Neral aa te, Mii teae Due Leben Geebic Wie Me ti ape GSN galley Nh es 1 
estab ANE ATISDECLOF ta orunnatonin a arg Meet) fate Aureus his Wa MCh eC INE Me aide Wa 4 GURY aca Wm, ee beta a a oom catalan a g 1 


Secretaries and Staff Record Clerks.................. Clerk GradelV Gee CNN 7 ee aeons 1 
Stenographer Grade TIT ioe eae ein 1 
ClerkiGrade de ee Aa ie a ie 2 
ClS rk Cpe is St lon Ree A aoe ee 2 


PRTC LTP ERI To ocoe ai B EN bia oa cn RUBEN EE eG A eh a DHe abate e Departmental Accountant Grade II......... 1 
Departmental Accountant Gradel.......... 1 
Clerk Grade TV. ei se ORG ware bas cee 1 
Clétk Graa@e Ll is OAL aa te 6 
Clerk, Stenographer, Typist Grade II....... 32 
Clerk, Stenographer, Typist Grade l........ 18 


50346—83 


208 SPECIAL COMMITTEE 


ESTABLISHMENT OF PROPOSED WINNIPEG OFFICE—Cone. 


C:ASHIBRS DEPARTMENT........0 00sec eects Glerk Grade Veg ie at amine mere Hoek 1s 
Glerk Grade: ELE saan iuiieaice ot ive tle uaa eye bh 41 § 
Clerks Grade Liteon ts te sarees ies nalts, 3 6in 
Typist ‘Grade Te.i2 aoywas pes a0 tome ane 9 4 
AssEssina— | 
Corporation... 6.60 cence eee nen een ene eee es Assessor Grade Vecsey sein bin. eh ne day aie ee 1 
Assessor:Grade LY. Sicaw, cee ai acolo» eee 5 
‘A seoasor. Grade ELE tas fee ey ath oe ee 10 
Assessor: Grade Lie. iisde ntti eins rece 11 
Assessor. Grade Toe rinses es catieatee ss eee 1 
Individual— 
Business and Professional..........+00+0 00000: Assessor-Grade.Vistiid. ances se Pao rreierenierens 1 
AssessorGrade LVichiisieei ne pene eee an eens 2 
‘Assessor Gtade LIL nei wee eis iy oe eens 4 
Assessor Grade Lio. Suv cire ov oarene een seine 10 
INSSESSOR) GLACE Wat ates anit iietn seed teense 32 
Clerle Grade! L Vii. oe 70 ©. antes oberon a epee a 15 
AE COO ET pec a AU RO Lgl NON digs loch RAD ieee pees Alin AssessorsGrade ID.) vse. hiv ete aaa 1 
Glerk: Grade LV ec kh eae hes Waeed hee oe eee re 1 
Geri Grade TE Ci ae, eco ne Nae 6 
Glerki Grade UE a eae ara oh eerie eee 22 
Clerk Graded [anc ) oes os eae dene 3 
ESTATES AND SUCCESSION DUTIES.........--:-s 00s eeee Assessor Grade III. 8 ......0... 08.22 1 
Wesessor Grade LDs 085.0 ee euls tee sete 3 
WA S8eSS0F (CATAOO lL fs. sbhu toh a cok eh y aioe ere 4 
Clerk Gradetk Vitecint reeneoe ee iee aie ees te eee ren ee 5 
Glerk Grade 2s pike bet See see 1 
Qlerk Grade TL) iiic 2s cece eee eee 2 
Clerk, Stenographer, Typist Gradel........ Pe 
GOTO TIO RES le ek ao sha nl AV as fate ght OCG aN eam ial ewan a2 Departmental Accountant GradelI.......... 1 
Glerk!: Grade PV 20 aes ie cotiewe cai een 5 
Glerke Grade Ll eee ie eteias eee orn emerene 4 
Clerk, Stenographer, Typist Grade II....... 12 
Clerk, Stenographer, Typist Grade I........ 4 
Tax Rout, Fmina AND INFORMATION......-.+.-+++++> Departmental Accountant, Grade II.......-. 1 
Departmental Accountant Grade I.......... 1 
Cleric Grade lViieiie. ite eee ae eee eee 1 
Clerk(Grade TEs try She. eh eee ree 4 
@lerls Grade (Ti se. ter eee see ns ie ee 15 
Clerk, Stenographer, Typist Grade l........ 60 
NATULAND: SUPPLIES. 5. ctlih aids ae demnaertys foie Wie REET Sa Glerk’ Grade TV <2o. te citerae  eeuate ae eee ane 1 
Clerk Grade Lions so. Sete ee eee 1 
Clerk Grade wise. 8 et. SU ee aes 3 
Clerk and Typist Grade I..............-+++% 5 
STENOGRAPHERS POOL... ci. cc cde ceca ee ct celesiccae sleet Stenographer Grade III............--.-++++- 1 
Stenographer Grade II............---++-+5 12 
Stenographer Grade I.............-. eee eeees 12 
Tax DepuctTION AND Pay Rott AUDIT...........--+5- ‘Assessor Grade TUL i. ot toe ee 1 
Assessor Grade’ Lt oc. Poe ad ae eee 4 
Clerk’ Gradetl Voici vie Ses cine eee 14 
Clerk Grade TUR iia Gla ee cere tinreenne 3 
Glerk( Grade Ty (ea eas, aoe 12 
Clerk Grad eb tiie scala cae wah ae 4 
Stenographer Grade II.............--+-+e0 1 
Stenographer Grade I..............200+-003- 1 
413 
SUMMARY Salary 
Tnspoctories 5 i Walsh podbot oes ole. eres beahstctal sala yoshi Ree eNenatiear oka ai leer raters ® 1 $ 5,340 
Assistant Inspector: (oki vied ity i ndolbtsNs ein Miele o a's eoaaesl Ghee gids ae ate ashe os it 4,080 
OM SAGSOTS CAPACAG IN co Mii ak MF Ree le oN alan lke aaah eee echo) secon Soltero pues te 2 7,860 
MA BEORGOT: CATALOG, LV 0s aol in gio tutes whee lal pr eee mile ipNolnr a Ubitle ocular MnL en Aetofes crate mks 7 24,360 
Asdessor: rade LED iter we eeu MOM ais craa theta pelOia is aerni ple shatss aveuorieiresieie alin 16 48,960 
Assessor Grade LE iit. lean tasers eee Ciek ste aisle win ere ascent asi share. ack ayp.-e eae 25 66, 000 
IN BSEBBOP CATACGO Leo ye reek ok Rae Ca cre ee ti ahs eee ea ee es MRD a aisha Token eee 41 92,250 
Departmental Accountant Grade IT......... 6... eee e eee teen nees 2 4,290 
Departmental Accountant Grade I............ 5... eee eee ees 3 5, 940 
Clarke Gerad LVF hel eee nid lik Ri cg Mutoh Ge Satine BRM ates oral Eve at aie Ten 46 81,420 
Clerk, Stenographer, Grade IIT... ........ 0. e cece e cece teeter e ees 30 45,000 
Clerk, Stenographer, Typist Grade IT.............- 20sec eee rece ees 119 146,370 
Clerk, Stenographer, Typist Grade I.:............ 50sec eee tere ences 120 104, 400 
413 $636, 900 


Tnspector’s Secretary and Staff Records Clerk....... Clork(iGrade LW Gece Vacca y eae eile e etal 


TAXATION 209 


REGINA DISTRICT 


1. Furritory (area: 60,000 sq. miles approx. )— 


a 


Population 1943 Tax Returns 

Districts —. $$ — 

Rural Urban Total ‘Tet 2 T.4 
PR MAINEDORA. 1, aco ee stoi 8 alonehe lene aevaror ete: oe Diss (ie 9,699 33,421 2,820 6 477 
Rake Centre (part)... ue ies 0s eelviels 19,172 7,042 26,214 2,470 20 332 
MiAapie Creeks oii ae catered varia iat Os 26, 248 7,981 34, 229 2,591 19 454 
BIEL G ie hs woh Se ease Dat 35, 336 T1775 47,111 2,558 7 430 
BIOS SAW lle ae Ls ae sai 14, 734 24,372 39, 106 9,429} / 184 552 
DE Tan: We SHR Re ny ROR SOP aOR. = Pk Ved OIE eae 58, 245 58, 245 24, 833 17 386 
Rad Appelle, oy os6. nhc Bee vleesleees 25, 733 9,543 35, 276 2,838 309 452 
Mire itt CoUrreM Gitte oye ereicie oes) oedeno abst waite 27,800 11,903 39, 703 3,779 22 440 
PVA DUTT Sys Wra es cae ms at's oath dein nah 26, 364 11,873 38, 237 4,220 30 A462 
POPUL UNA OUT CRIN See iene ca sees eo utes tes ties 29, 142 7,386 36, 528 2,165 10 405 
OER GOR (DALE) Sa isigcueies > « e'ardlie's) sate arse 37,925 11,961 49,886 3,185 36 455 
Minekennio (part) oi. ot use eres ee 2,367 1,498 Bi BES bosses cs Ce bec 0 ee a 
268,543 | 178,278 | 441,821 60, 888 630 4,845 


ae eee eee eee eee ee eee rT TPRURERP UTA IAT AGREES Te 


2. Esrimatrep CoLLECTIONS— 


1 PFET UAL Souk rer eet Ee NG OUR Uy hrc aNOSnre PL ra rae kis we MRL Ct CO on aes RIESE $10, 087, 325 
CO POOTAUIONS Ee caer ee teks sag te aimee eee sts class gek" haana Np tein eh ote ermal nr 2,115,425 
CC COBSTOR: LUA erosions ear oslo cae ats eens Sfeaneh ed dle eneleneteo nm we ance iol ge fs 128, 067 
$12,330, 817 
Distance from 
3. Masor Cities aNnD TowNS— Regina 

BOA Mae Re eR brake EUs GBC trate Ria doh ana fy elt SHA) dale echebem ise enmamaa Fe Me 58, 245 “ 
OY Sy DT ey tha cid eh ee eae he Wea el Penal iertie ab are ale Sia) malnhala emits nies 6,179 84 
PE at rahe aay ae eh ie rr ottacaaalls are Wy Seen Duta cues evtatec lela acehaleh gale aul tls belo 4,011 96 
EGOS Sn ee eta arene RIRIRLa eR eeeies abel 27 she lp plshw Sibi ny gt iP pl avatar amt 20,753 41 
ESErstt CUETO Gere ne: Cin ee Um teat ne Ne Want@eie | mers erie hi ota'g 5, 594 152 
SR Pei Col aoa Ea liar ene ae ENS Cee ont: CELA Mgr er eM SYR Gabyis 122 


ClerkuGrade T Lares Woes Aer 
BceeM anager eeu de eee Roe Ee UR Ltn ies Departmental Accountant Grade III........ 


- OSTEUTA CU SLE BIE Me ee alia Mies Sie: Ale eat eh Ua Departmental Accountant Grade I.......... 
Clerk ral en Vawter NTN aie SD aes UR ae 
Clerk Grado LLEaiten oye coe adliaaaieton wena atey 
Gloria Grade LD eee ee ee te 
Misr AGA ey ee a ey BIL Ea ay 


— 
CO He» BD Re bet led pt — 


CasHinns DEPARTMENT. too. os oo Pi ae eee we ClErIS COPACOVL Vale iay pasta econ he eRe, aspen 
Ger RPL E Babin aes ead on ek Reker nace en age 
Glen lkiGrad ey biti se oak ey ie ane, patemeben eterna 
ClerksGra der Panga ieee wee eee iy uaeere tant eee 

AssmssInc— 


PR BTONABEGSOE i. reas le he ee Ra tate hen cieheseccee¢ NBSESSORRTAGOREV a seenle eter ott tanec oie 


WORDOTOLIONS Se Seer. lo Staite ia treaties He mar Assessor rade Lilies cages. Adit: yee ieee 
A eagasor, Grace: LE antes ca eternity hemiowr mers 
IA SSOSSODGITACE Pu a gu auareaie aelearemtnlal 


anernd Panay ©) Geyer e 2 don Meee Aung Rokr aa NE NAA) '¢ ‘Macessor Grade LELsy oh ates wenn beeke es 
TA SSESSOR MEA COLL Lae oo dee tua yocatoaned nit cinta ater 
IASSESSODUATACE Lin tice Ralls face epanantice: aurea 
Clerle'Grade VV eur SO ee his ot ara onenaee 
@lerks Grade: Phew ee Bee waka ele Wig sau anne 


COURAGE So ae ear Re Oe aR ON Meat GPRM ks Departmental Accountant Grade I.......... 
Clerk Oradea LV oe a aah ees 
GlerkiGride/ TLE as ose oe te eakaten 
Clerle Grade: EL ee aud Renae oa tere 
Stenographer and Typist Gradel........... 


NNR 
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ESTABLISHMENT OF PROPOSED REGINA OFFICE—Conc. un 
Tax DepvucTIONS AND INFORMATION............-+055- Assessor Grade Lise ji oiaiieue te. kieuluae 1g 
Assessor: Grade Dish trace hein eee miele La 
Clerk Graded Vere SNA eee seas 6 
Olerk Grade LL ee eae ec ai eae 1 
Clerk and Stenographer Grade II........... 8 
Clerk, Stenographer, Typist Grade l........ 48 
SE NOGRAPHERS :OOL Sey a on eink Ce ean ete eeiale eae Stenographer Grade TID... oe ee 1 
Stenographer Grade IU ce ieee 4 
Stenographer Grade Tee sae ae wile pee t 4 
COA ROLE AND PILING Ses SA ce aN Re RGR deta abr at wg Departmental Accountant Grade l........ ef «i 
Clarice Grade LV) ioe con Met ae rd eee 1 
GlerkiGrade LED wk Geant eo ee 2 
Gler ke Graded ain oa e ence en hal oon aia 4 
Clerk’*Grade Ba. 06 Scena a ee a ee a 12 
Typist and Stenographer Gradel.......... 2 4 
Malin, STATIONERY AND SUPPLIES............-: pate Cutty Clerk Grade TITage oa is ea ak ee ieee 1 
Clerks Cpade TDs sue ae asa 2 
Typist CAneGG Lach) Nemerant ta te oie mete nee 2 
EstTaTes AND SUCCESSION DUTIES..........0...00000055: Assessor: Grade (iia. fake suit aieialuny, dana ae sab | 
Clerk Grade oe torn Ay Sig Beane ere 2 
Stenographer Grade TDi): 5.02. a ess 1 
Typist Graded) i... Soe taa 2 eae pacman anaes 2. 
153 
SUMMARY a 
Salary 
TBSPAGEOR ihe ae ag a We a Ne SR OIE Rees be alin Marne kn we ma anlete Sa o 1 $ 4,020 
Assessor CAPAGE LV 1.) (GN Me Re yy ep ic Fa TRA en allarale are, Petetan her Re 1 3,480 
Wesgantiri Cade: ELE is cust Uk eile! be QBN AOA eset an ir on celica Wad la 3 9,180 
Assessor Grade II....... Ree PO eS cia, feat an ANON tt vena a ade Nee a 7 18,480 
INBSOABOP CITA Lia Vite eee Rane AE Ey SUE hal ee MRS eae L taal eae aE ia allel 14 31,500 
Departmental Accountant Grade II].......... 0. cece eee et eee et 1 2,910 
Departmental Accountant Grade Pa!) e500 oa telekinesis eee etna eles 3 5,940 
Clerk Grade Evers ae ay PaO rs Se TA ane a trae Veen ote aie eatin 24 42,480 
@lerk: Stenoerapher Grade TL Gay ein cee ane cate ea bie curt ate 9 13, 500 
@lerk ‘Stenographer; Typist Grade Ty ae iar rey el ade ate ate ke 51 62,730 
Glerk, Stenographer; ‘Typist Grade Dooce Wie aie yeaa ee ee ee one ee 39 33,930 
153 $228, 150 


SASKATOON DISTRICT OFFICE 
1. Territory (area: 177,975 sq. miles approx.)— 


ST SR Ee 1 eS EY LSS AIS ICSE IE RET TPE SERSREDEY SRE SED SESE ASE EI ST DOES BS SS OS SS AD TUES BASSAS SIRS SE STEERS ESSE SS MISES SEEPS SO 


Population 1943 Tax Returns 
Districts Nee 

Rural Urban Total ce fy T.4 
THO Dactlefordssiiw a cae Thane eee 32,027 12,957 44,984 1,930 44 515 
LBD OLA Ge fea), 3) sic ay ae ood Liha cates 36, 042 7,250 43,292 2,265 31 205 
BCINGEPBIBY Seek i ivi ca NN acm nO 25, 658 6, 920 32,578 1,957 31 310 
Mackenzie (parte ik oe ee aban Ave 47,785 5, 663 53, 448 592 6 54 
BEOLEOPE Lee IO LAN eae lial fo ar aaa 45,824 past 53,075 1,786 31 209 
North Battleford) isis oi uk aan ae ee 47,749 4,580 52,329 2,395 19 205 
PIINCOALDOTS hee ean eign lee a andere ee 31530 15,835 47,370 4,485 70 1,034 
HOSOLO WN DILCAI oleae 1) Ni oe es 24, 254 8,316 32,570 3,500 44 414 
FROBUDOLD Sra ee Ce ae NaN aU 32,677 7,013 39, 690 1,895 13 209 
ASK aA GOOM Lee ai aye Tar uy Ly uaaceM caine 2,307 43,915 46, 222 13,121 179 -1,969 
sake Wentre (Dare kee. isis ou aoe pla can tle om 6,052 2,168 8,220 140 2 54 
IY Or KOON DATE): sicsit iis seae ca PNR ide wid SOB Hf slower ny seta B98} AAO SS Ue he eae 

332,303 | 121,868 | 454,171 34, 066 470 5,178 


2. EstimaTeED CoLLECTIONS— 


UG Yee Saks Eich: MONCKa PRS mA ENUM H Ie UNDUE Ry a MSU TER NIAID RAE CIN Gidh RU Aes, UBC yc LEAR! AS ls $4, 968,928 
CSOT HOLA LOTS CAs) cata kc Bee Meme a NOL ELAS at seu IC NY AL SE a AT 1,302, 192 
Succession Duties......... ERAT OR Ah «RONG GoM ATRIOS AAR NaI Mtn. AI oe Sia ZC 74, 979 
$6, 346, 099 

Distance from 

3. Masor Cities AND Towns— Saskatoon 

Saskatoon a ce Gy RG RONEN att SOLA Reeve a DG aU that 43, 027 ee OS ee 

Prince ‘Albert yoo SHON Uy Re eee URN Se ee INL RC BOND Tae ca Mc aN ii 12,508 126 


Northi Battleford: ayer ieee ica nila, RU lv A Seon nai Ratan ree 4,745 96 


TAXATION 
ESTABLISHMENT OF PROPOSED SASKATOON OFFICE 
Prspectare hole a seve, nihy aes Heese a EDN TA aR GaN Tis HA eet conv Mn as Ue, MMM alee A A Fy 
CHRGE MEADS COl et vcs Pog a ee iy gtd Oe geet tag eat Departmental Accountant Grade IT......... 
Inspector’s Secretary and Staff Records Clerk........ LOPE OTACOALY odie cele vin wis d axetil lo Perel ere 
’ COI MPR OO MLL i da tris le teal’ cele Lk Rae 
BACON TUNG, oe 5 er ae Mace tide ake HEM piped, gessnin wae aug elt Departmental Accountant Gradel.......... 
erry plane Gk: V oC cue fk Wain SoA A MRTG MC Mam RO Soe Lf 
ler RAST AAO LLL e int iis & stlte slain a an Oni 
‘ COLOR PAUL OU LDL rid diesel eee s Rtas ate hla) are ce ‘, 
CHARI racla ae a eh te LES i ee ete ae 
CuSHIERS DEPARTMENT 6100 ca ouiay eealhe rus eieleet we aCe Cat RoC Pace LEU a. ihn geruhreek ly cu ks a panabeaens 
Sy RES TEES Fd 4 PN TMS MeN aE Au NO YA Thy AL.) 
Ua govt HO 1 Che Slr MU IDM ed aia tA tee Ne 
AssEssING— 
COrDOVALONG «cing oh asses ial CORE evga Horsemen n> east A SEOSSOt GT ACOS LE Gee oats we atest eas Sk ae 
A GEORROL CaPAGS LE he eicse ee ithe cinet sale ey ha eiuina iets 
Wesessor: Grade Lurch. Ounce ae 
ge RT TO GRIER eee Dr Mtoe Ae iE nO EA WN SE@SSOL MoV ROOD Beek Bo loos lars ie eta: Ga aityalie achat 8 
INSSOSSOT7 GAGE Leet eee see suaeoter Gala eensea abe 
IN GRORGOL KPC Le ear aie sie ite thy ah lara Mist coal 
Clerk Gra de AN ai at ake Be a yore ket ae & 
Gilera ce ub ise Cees ue ee aaa a 
OLN re eee ea a EU hls SUCRE Ne Ie edd Departmental Accountant Gradel.......... 
Clore: Gradeil Vii one lle sie aia na Mesa s pe 
Cleric GrAdes Lise ihe yey 2 a in DIG ENUN as Shi 
Clerks Crades le oA See Se iN Sine denen ae 
Tax DEDUCTIONS AND INFORMATION..........-.++5055 RESESSOT. FAG Liitotcs dake SOP wow esme lala Y 
Glave COrBASae Veiga aU ene sia aaee MLA aR hie 
Clark Grade LER aes ee Mae un oe Na 
Clerk Grade: liar Re Sierras Sea a: 
CYork Grade ec lide et ile is ermal 
IPE NGCHTAPHEHS OOD I sie aoe ah shee scare ei owl area sae Stenographer Grade ITI..................5-. 
Stenograpner Grade, LE yas ie ie sued nal as 
Stenographer Grade Lo. .t 0. ede ee eee ee 
SER GE GA MOOR TEEN GH yh sitio aks cle eRe torig tigen! alae OL Ps ag el @ rare Ca gl Be Trae apd) yA cree apna eco 
ited ch Shere lays 8 @ Be cc ia MAHAR ie Mniugey aatac 
GET GEA Oy ee Reiss ake erates oaese er eae 
Clerkiand Pypist Grade Te 08 ee Sealine 
Mar, STATIONERY AND SUPPLIES......0.6. 00 suede ene Clerk Grade LEVI ie ee Sagan eae, 
CMa Gta TE Wen ee OO NRA RE 
CH Ore CaP AOL eer aman cee tote by ates 
Estates AND SUCCESSION DUTIES............-.5-00065 Assdssot Grade Le Wane aid dokels soon ea eiemmats 
Cle Grade LV ce esd eas es se laa 
Olork ands ypist Grade Ts oe ie ot a 
SUMMARY 

Salary 

THSPECLOM is eek er ae A Lewin Pode! lh BMD se Pe cape tleAalnioe de yeialle 1 $ 3,600 

WMinsesaor GxTaO eo ee Daca ce om nies Liberte kid ipalteaiG HMR) Urata alts, ates, tla ial ah Ss os 6, 120 

AESOSSOLNCAT ACOA Fuk tee Piva edt rea weed Bigede BN pater Lola altars anne ce eo aher aes) eel gh ee 6 15,840 

A SES OTE CORELLON Dire Merete foi. ge RBar haat gna NN Ty, dA WIE Rina as chee ptive tena 11 24,750 

Departmental Accountant Grade IIT.... 1.2.2.0... cee eee eee eee 1 2,460 

Departmental Accountant Grade I......6... 6.6 cee cee eens Zz 3,960 

Fh Rca gd IVAN INGE ag kDa RD RE SSL MAMMA IB aig Tag aie URNA aU 18 31,860 

Clerk and Stenographer Grade HIT... 2.0... 0. eee eee eee es rt 10, 500 

Clerk, Stenographer, Typist Grade I]... 2.0... e cece ee eee 29 35, 670 

Clerk, Stenographer, Typist Grade I.............. seep eee ete ee eens 26 22, 620 

103 $157,380 
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212 SPECIAL COMMITTEE 


CALGARY DISTRICT 
1. Territory (area: 65,000 sq. miles approx.) 


Population 1943 Tax Returns 
Districts 

Rural Urban Total T.4 
ACACIA (POTHON) oo 255 Sikse: sh warerte aes 16,025 3,657 19, 682 133 
PO WLR VOR coc Wal Liz culocmeaee aos marae nee 22,648 22,721 45,369 414 
Caleary— Bastin. 8. ours van up etee salaas 5, 884 41,843 47,727 1,727 
Caivary—— West.) §05 a0 otha Ses tari ee 10, 504 33, 240 43,744 386 
Wesnbrei goles ny Sees wear ee Bee ee 25, 064 22,572 47,636 716 
WEAClOO coda ae oe oka mene ieee 29, 844 13,215 43,059 498 
INE OCICING ELA Go dae one tee Gre Ma ed 25, 908 15,765 41,673 400 
{Ezra Wel iD Fave) qpapepsian Eb Tike Blkrige) oe Wea TSE 35, 684 11,219 46, 903 463 

171,561 | 164,232 | 335,793 69,797 4,737 


2. EstimaTED COLLECTIONS— 


Tada tidnald Pes Swe he Lk le He ees Ree tt Oe eke a ee $17, 664, 626 
COrporations ccs ie Saeed Bhs ook bk wan eae «laid lala ol een ceelghatote tats yd Eases ta! wr ch eteeT 9, 462,03 
SECESSION TOUTES oak ec cle sails Secahae bi edele 2 Wriakh oie apeerane MOiaMictan es ebesletetel pte cele! Sercatent 254,753 

$27,381,411 

. Distance from 
3. Masor Citizrs anD TowNs— Calgary 

Chal ear sr AP ee oak Sic ete ig Hea catans Sap sn ela eels Ui EM a oe eee eat ene 88, 904 — 
Medicine Hate ra en Oe ae Zeke ast ne teate donee Meee chap Manca ASSL chau 10, 571 176 
DIOL DTIG ZO. ae oe aah iy siete wie ell wake eareny he bes igh ci pie ene pepe ne te 16,612 126 


Inspector’s Secretary and Staff Records Clerk....... Olerk Graded Viti cit uae here cae eee ene 
Typist Grades a e4 cent ose eee 
Typist. Grade.b. A203. ca oe ee ee 
Office Manager iodine one pine eee ees eats Departmental Accountant Grade III........ 


CACO NITING Oe Lak ee ES re aerial Uh aietfa NCOs Rees ee tan Departmental Accountant Grade l.......... 
GlerkGrade/LV so. ose eae ee oe 
Glerk/ Grades DLe nen ere ae es 
Clerk’ Grade re ae oes en oe ee 
Glerki Grades Doce oc idee ciate Fen ee 


CASHIERS DEPARTMENT 6) conces ies cucnd elena oases Clerk Grade’ IV oss inate ee eee 
Clerk’ Grade Illa eee ee eee 
Clerk Grade-Dhiveiid rede vos COE Sa ee 
Typist Graded 350.6 ok ee Oe eee 


bad pet 
RPO BWW D WN RK OCOWN Re meee 


ASSESSING— : 
COnDOTAMONS 8 og EOC RO. Yen as pacras caemas ee Assessor Grade TV.>.00).05:. 0. vile eee 
Assessor: Grade ly ye ee eae 
Assessor Grade’ LE) 2 Yin as vs Se taa ed et 
Assessor Grade lnc. iid bs eet aston a eens 


TARA AT EM aie iaen ha ee RDS cies: pe ke ba eer ia eo Assessor Grade IV... ope li. asleine se. one orale 
Assessor Grade Lil. ose nie ee 
IASSESSOT GAEACEG Lids eck cat sci cieiciston oe enon ween 
Assessor, Grades barca: Santos een pet sit 13 


(GOLEROTIONS fee) 5 ini oP ac Tek NO Cae Re care Sener Departmental Accountant Gradel.......... 
Clark Grade EV oo Sean co ees unk on eres — 
Clerk Grade BLDG s Wir See cee eee 
Glerkj Grade! lle io. 8 Mee ee oe a ee 
Stenographer and Typist GradelI........... 


TAX DEDUCTIONS AND (T4-5 see aicsdens choke ean wre os ‘Assessor Grade U1. i202. ..8 2s eee eee ee 
Assessor Graded 22). . ab irae ae pene 
Clerk Grade LV 5.20 Se tees Be ee 
Clerk Grade TTIs. i... as ee eee 
Clerk; Grade TLaigek sc fess. eee eae 
Stenographer Grade II.................2.05. 
Clerk Gradehlin'’. Sie ine eee 


Sire NOG RAPHERS POOLlSs, b havc a eile niseke Maney caus site Stenographer-Grade HI.........3......2-08 
Stenosrapher Grade di.c.) 2. oss e ee eee 
Stenographer Grade To... 62... 6ee ee. oe 


te PTE ATR Noh ee 


TAXATION 213 
“ESTABLISHMENT OF PROPOSED CALGARY OFFICE—Cone. 
OE he HLOLE AND ILINGY OE ce ota aatl ak otis e eshte Departmental Accountant Grade l.......... 1 
: ClorkiGrade Td Vii. soak eanl.t. os eben ee 1 
Cer kiGradecl LE a4 es as Sales aks crayon 2 
Gterk¥ Grade TE feds 4 aie ical eae epee 8 
Clerk’and ‘Typist:Grade 1), vcs Haare 20 
Mab AND STATIONERY AND SUPPLIES.....+...+-+-++02: Glork’ Grade LE ii cad csi eben eae 1 
Gilerle OPade, LLC aka othe clout caer an tal aa 2 
Glerkiand: Typist. Grade Ti. uk. see 3 
ESTateS AND SUCCESSION DUTIES..........---++++00-- Assessor Grade Lhe acs. ola oak eel avons 1 
INesessor Grade ea auliajey dicts kee a bis ah Wop etprete 3 
Clerk: Grade: LV (oor be ee. ae ae ees 3 
Clerk and Typist Grade Trans), (uno eae 1 
187 
SUMMARY 
Salary 
ERS PECOGT Menten ste sie EN edhe ssike hohaye etn teieaten dieteae ne sine ihe sine dhs) tls 1 $ 4,020 
UM RSBEGOTUETAGG LV ceases chic + Dac seals week om POW Aye salatoielwlad shew al nid.s kieted 3 10, 440 
WA pSOddOr CATACO TLE ick Nae y titans cake oth oldie We ainrg ae elatsiitie hw Wao aly 6 4m tvghaale 6 18,360 
PR BSESBOT CATA: LL vst oat oot giclee ovcloteearcils wSipva hale wel Sein Gia ald) ale Wir 4. 5)4,0) tae. 9 23,760 
Assessor Grade I...........-. Dae iceep Vimatenme IDNs tate ase ed eat RY Oc Mara Me at 18 40, 500 
Departmental Accountant Grade III.........-.. sees reece eee een ees 1 2,920 
Departmental Accountant Grade 1.........-.:.e sense ieee eee eee 3 5,910 
Clore ade LV ee eae See eke ace Ware ahrels nial wilh epee stares pint aldioho las aie 28 49, 560 
Clerk and Stenographer Grade III. .......... 6... e cece teen eee eee 11 16, 500 
Clerk, Stenographer, Typist Grade I1.........-.... sete eee eee cerns 58 71,340 
Clerk, Stenographer, Typist Grade I..............- esse tees ese tere ees 49 42,630 
187 $285, 960 


EDMONTON DISTRICT 


1. Territory (area: 266,333 sq. miles approx. (excl. N.W.T.))— 


Nee eee aan 


Population 1943 Tax Returns 
Districts ——_ 

Rural Urban Total el T.2 T.4 
OMNES SIE el ee RSA esha AN LAist NUR CURT ERP SRT rae ETN MT SI 
A GAIA MPOLtION oy cok ac ees setae Se ne 4,883 1,743 Gi GOG ps Lee i ee a ae es oa 
TA CADSR oy ree ois hare eons uate numer ras 48,916 3,773 52,689 1,291 25 120 
RrattIGORIVEr sonata ca. te cha east 33,713 6, 742 40,455 2,932 53 223 
POC ae as ek rns ie eect ise ee ees 33, 748 9,356 43, 104 2,822 76 346 
AIMONtOD ae ce os.) toee bad Rod ee be rk 5, 668 96,398 | 102,066 42,010 457 2, 203 
Jasper-Wdson. ooo sd ee whe aieid annin ce a 54, 333 4,614 58, 947 4,912 72 305 
Pedco livers. 6c Los ene rm eae INO ee aa ek 46, 963 5,464 52,427 1,827 45 213 
WEOTOVILLG ass co bon se ene es ema arate 42,259 6, 287 48,546 1,661 27 135 
Wotaskiwitt ois: Vejen. ue ea tery od 47,539 Tort 55,516 1,523 83 351 
N.E. Portion of B.C. (Alaska Highway) rhvk Ws 769 8,481 1,000 10 3 

325,734 | 143,123 | 468,857 59,978 848 3,931 


er ee ee a eG 


2. EstTiMATED COLLECTIONS— 


TAU VIG UMS cee ee aie oar oie eh eee Wie ook Fhe WMT ce CHORE yy Price $16, 174, 703 
SGT DOTATIONS at Meek cate vei ile UGE Races haya ae ea a Fo ho AM Nag eS 4,968,329 
Dr CGCORSION A DULICS Le ed elite, Faas Chefs epee pce sae ws ein et folios eal ala pestateli eis ele! wept Sy bE voee 

$21, 254, 408 


3. Mayor Crrmes AND TowNs— 
Onto eee ee ee MOIR Aaa ES Malgrinue fe eas mre BO iy Aum eee laces) hupeti le 93,817 


214 : SPECIAL COMMITTEE 


ESTABLISHMENT OF PROPOSED EDMONTON OFFICE 


EnSHeCUOT \ a se chk Ma pak isin AG Wiehe a RPI OEE ED ak Grader aun pce te cate Sra Ne Ba ese 1 
Apsratant) NSPEctoPs cess see eas sh ne ai amealin sea Na INA Ne cau Ve ale Nae Ika Ca ie t coMe PONTE eat oR ae eS ee ; 
Inspector's Decretary i. ony ae ee ee Clerk ‘(Grade TV fi oxy ae ee ten ieee 1 
Staft: Record Olerke ere ee ant Glerk, Grade BeOS aac an ech ane ee 1 
ASCOUINTEIIG Seo a rake ala aatiy 2 eae AI eas Rt aR RET CB Departmental Accountant Grade I......... 1 
Chork (Grade PV. si aren i ee eae 1 
Clerk Grade LEE 7a oie arr i a NO ene 2 
Clerk Grade lle ase Ti ae ey ee 14 
Clerk: Grad evk7 ii Mai ele a arr aes nee ee 233583 
CASHIERS DSEPARTMONT: jai b oo. tance gicdn ane nw Clerk Grade IVo.3: aie ee ee 1 
Clerk Grade TUT ar aoe eae Ae a 1 
Clerk: Gradev ht ice eis phe eal Cuan ane Z 
Typist Grade Vos wc Canoe ae es eee ee 3 
ASSESSING— 
COV DOT ALONSO UNS ok CHO AE OO EAS oe Aasessor Grade LV Oia Le ea 1 
Assessor Grade Tb oo3 ication ase en ae 
WASEOESOT (GIPade EL oe a eas oscil iis oa Liane ean 3 
AspessoriGrade Dee eee tt ee a ee ae 1 
TOVOMIUBIS CS EA re cls SAC Gog armed g cthag tba auee te Ch uode Assessor) Grade dv ane Gey ea ek seins 1 
Assessor Grade TET oi! suaeh ers ike eek sae 2 
Assessor Grade’ LEis? ieee gawd tener Caer 3 
WA SSessOn. CFreade [A315 pcan ba mai cly sional il 
Clerk Grade sBVi. isan toa) ae es cea 10 
Olerk | Gracie LE eae ey 8 ee chaise ee 8 
CED LS URTIIR Ss hs ah heed oT OO ANG ET i Aci da aon Departmental Accountant Grade I.......... 1 
Clerks Grade: EV aie ei eae ay ing ada 1 
Clerk Grade TH) ya ee ea eg are 1 
Clerk Grade Ee ie so i ae wt gd ire Me Camila aaa 4 
Stenographer and Typist Grade I............ 2 
a EBD IGTIONN 1 vaso cc oa) i) ue aimtar y GUN ie a a a Assessor Grade, TPO creek) ooee aes 1 
Assessor Grade: Ui s5t6 i Sie YS ee ees i 
Glerk Grade LV eee ha ea eae 6 
Mlerki Gerad eck ite ci Uae renee ab ees ape 1 
Clork Graded yes ne yaks ch, ol eee nee 6 
Stenographer Grade IT..........: FSA a cone 2 
CSlorke (trade: Dis ce) ce A eae aes a ede (opare 4 
DTENOGHAPHERS: POOL iii i oe cine wonaden UC Ras Uti ik Stenographer Grade III.................0.4. 1 
Stenorrapher Grade: Tyo) a a bond: 
Stenographer and Typist Grade I........... 4 
TARO ALOGIRA NED PRANG iy Uy cil Gel atnh aie i ah aera eee Departmental Accountant Grade I.......... 1 
Glerlk Gradevb Vise? a ih ices cea) eee ee 1 
Glérle Grade Ew a ek 2 
Glerk Grade DEH. Siew ile a Nae eee ee 7 
Clerk Grade dies iss ates se ok be 12 
Stenographer and Typist Grade I............ 4 
Maint AND STATIONERY AND SUPPLIES.............. be Sere Cre OL ET of et) eR I al ee 1 
Clerk, Grade Lhe. a2 esa on, eta eth eee nD Ste 
Typist Grade: lisp io en ae Oe eae a 2 
ESTATES AND SUCCESSION DUTIES............. ae ae Assessor Grade DD rigs e\accnl Oe ar Ca 
Apsessor Grade Borie. Mol ve ee goad ee eee 2 
Clerk Grade Vi ko. ce auikeen cae 2 
Stenderapher Gradesks a2 wey sw lee 1 
156 
SUMMARY Salary == 
BA). 012/616 0) BAIN BUE OAR NRL ey A CMG Maas am Mtb os PR VIL Li Calne hoy | ya eke tae PE ne Le 
Assistant Inspector yaya Nene oly Mail a Ua or NS VACA Geode Av aA aa de il 3, 240 
Assessor (Grade! DViari aay Roh (a Cum ean ope Riet mare Cie ie uP nranenan a a 2 6,960 
Assessor Grade III............ ANESTH hat MCA Lid ee RSS OR OL 4 12,240 
Aasessor Grade Lc ehh ih Mee i aNa ona oo VIL a Papal aici Apt a y 8 2h, 120 
Assessor Graded. o) UR ewe a Ga Ge eH at ON ie Sn on ala W Re ea a kd 15 33, 750 
Departmental Accountant COPS Bie) ecko s CUNY bee Contes AUN RAL SLSATe aye het 3 5,940 
Clerks Grade TV ge nec PWN Iey 2 Ak Seale utilis eas ara dete ca tee ang 23 40,710 
Clerk Grade III and Stenographer Grade III......................... 9 13,500 
Clerk Grade II and Stenographer and Typist................-.0.0-005 50 61, 500 
Clerk Grade I and Stenographer and Typist......................000- 40 34, 800 


156 $237,780 


TAXATION 


KELOWNA DISTRICT 


1. Terrrrory (area: 40,056 sq. miles)— 


215 


DE —————_—_—_______ nn nnn 


1943 Tax Returns 


Population 
Counties 
Rural Urban Total 
ata Se Ra etme edie Pg A GS Fp eR 55, 956 23,305 79, 261 
Fo OGtOM AY 6 hele ie eaten sien ots Replay erie 38,739 26, 908 65, 647 
94,695 50, 213 144,908 


16,040 
22, 864 


38, 904 


ae T.4 
210 963 
265 1,447 
475 2,410 


id VRS ar RS oie a 2 eee a ee er enn ens cs NIDA RUTAAE ERMA MMBEARORIONS ATI UY OWT 


2. EstrmatTep CoLLECTIONS— 


Tiida oe PR eee Olin neat yyy oraaae Mace eel lie PRN eiala a ate « $12,884, 000 
Gorporabionsas sak el cece se ae sales ty ninye em tinigiee tied SAE te be waa aloe Sin aig he 5, 728, 000 
Sr OCEASIGI A TITEIE ST ee che Oa ee Umi le Mice iyi aceats kip od musings t= aR Sais erie 152, 000 
$18,764, 000 
Distance from 
3. Mason Crrizes AND TowNS— Vancouver Kelowna 
Pan bicboriie ee a ae ieee sete eeu Rena ley vate sl ryeyg vi Oe 5,000 approx. 251 40 
ser Cheats ie oases Uggs cee aR i Soe GED ye SR Ion en , 392 507 296 
PN prea Nic Mat Pe flo AUR at am RE Be URN Clee or MUN gs 8 a me 5,912 513 302 
KK ek se eles ek BE Ni NE clay PIS Rate od 5,118 291 — 
Vernon ei Geena VUES ER eo ecient (Me OE Ie 5, 209 324 33 
Kamiloonse oer es Pes eee le reer ge wee oats 5,959 260 115 
ESTABLISHMENT OF PROPOSED KELOWNA OFFICE 
LMETCCLOR ott yis sate fk: wretaestelds ied oh Meters yal ATES Pe a CREAT Be Mere ass Oe AE aes the nes re Oe a ntara 1 
Inspector's Secretary and Staff Records Clerk........ Glerk' Grade BVcs scons Cu eins koe samen, 1 
CHOPS TORE EE) a Sree ae eas ate alate 1 
Office Manager. +... 6.66. ee ree teen eee nes Departmental Accountant Grade II......... 1 
RATT TET rs ek cook ie Be ERNE TA Re meth caetigaalie Stes a alah Nad Departmental Accountant Gradel.......... 1 
Ledger Clerks: Interest, T.6, T.7, T.8.......---.+: A Tork ee Chea (ood Bal NO ees RW aie pC ar rs A Ble 1 
Clerk: Grader eo ke jy auth eran eae ne 2 
Clork Grade Les pao et uate aia ae te rab Rae 5 
Ci Ferd OU a sk a 1s RNIN NBME Dotan IY et aban Pr) Sapa EE 3 
Typist: GradeLre ii des. cpt ea eid eaten 2 
Typist, Grade: Var nk ses yekiccemeieae nei s eae 2 
Casaimns DEPARTMENT. ©...) 0c. Gace i deat es Clarke Grade kh Vie ute OR cain ce ein aaa 1 
Giark}GradeTs ys ees ee es He eae 1 
ClorkGracte: Bis cc a Wo ae ne Tata ets eat 2 
Pypist Grade: Ly seniesds 2.20 ek OU maaan 2 
ASSESSING— 
Corporation E.P.T. and Individual.........+...-+++ (MeapssOk GLACE L Vis cea ain ihe alee deel ee mneatvas 1 
ASsORSOb TAA LLL. OVC Aad veut ion crepe tetauans P 
tA scessor | GrAGe dE shite we mic se 2 tel tausienanem hes 5 
Wasedsor Grade Lorced aon Ul ul en ee sa amevtals 5 
Glorki Grade: EVivies eee Bo ities ais pk luecn Seine 1 
1 Be VO ke eaten cane cc UR rin Bee ec IASS@SSOF (ATAU Lie oc eee eles ears eee 1 
Glarle Lrpaded Va MG een ins Glas scree 1 
Glerk: Grade: Deen eee ee ehahaad ene ee Se ee ace es 5 
EsraTes AND SUCCESSION DUTIES...........-.+2+-+055 IABSESBOT.CSTAGG: Lk cas alka) mecca sian om Re eee 1 
A SseRsOr GLAe Pewee dike sae cle ce were nab nea i 1 
Clarke Grade BVi coc iecce cas ee Shaan See 2 
Stenographer Grade II.......2...-6...005 55: 1 
Typist Grade Dy.) Sacid spews ys eee ass 1 
Ee Rie tase eee Vy apa PRLCE EE De Pe GE OE Sie TIL Lt Departmental Accountant Grade l.......... 1 
Clerk Grade EVee ee cen Ant Fae eee 1 
Clerk Grade TIT; .0:34 5. bs Re SR Sm cas 1 
Glenk Greece Le Peed HHL a ayaa eae 3 
Stenographer Grade I...............-e ee eees 1 
MPavnist: Grade diss hi ag le sahl eles wht alee ay 


i ear 
216 SPECIAL COMMITTEE 
ESTABLISHMENT OF PROPOSED KELOWNA OFFICE—(Oonc. 
Prine, AND“ RANSFERS 2; LUN 2 wns cae sues Se eee ee Clerk Grade TTR ee ia 1 
ler ky Grad enkk Or irae ee ae ee ee 1 
Glerk- Grade Ti os eee eee 3 
Lypist Grade linn oe vane er eer ie 2 
SUPPLigs AND STATIONERY....0's 230400 cae ciple ton pe ae ne Clerk) Grade TTT iver iti uik cee ch koe 1 
A718 % et Koes ate 5 Ree Ne Read Rares tM ODMR AIR NAL IIS Ta A. ee ayn SiloY wClerk Grade: Snare ee all eee iy . 
Clerk! Grade Ex.) sions. pausane kee ake ete 1 7 
Dypist; Grade Tiwy 2c cour ween nea 1 ; 
SiR NOGRAPHERS FOOL. coh case ocak ree ate See ee Stenographer Grade LH a ee 1 
stenographer’ Grade LE 50>... 2 syne 3 
TypistiGrade le nice ee eee ee 3 
Tax DrepucTION AND Pay Rott AuDIT............... Assessor:Grede HH uy. i pores a ee 1 
Information. Assessor Grade ly 8 Jee ae a ole 1 
Clerk: GradeLVii yor euk ts (ie Oe ie eae ee 4 
Clerk Grade:sIT 3), 2.5 hho ee mee one 1 
Clerk} Grade Tiwi Uo eee a ene Gene 4 
Stenographer Grade II...................... 1 
Glerk Gradere nie or Oia eee ane 3 
PDA XRELOUT as iiaeie so ee) cal reno el aot al tie, ee amen Clerk Gradeuk vin sists 00h epee city atom erga ae 1 
ClopkiGrade hit oie el er Sa cade ee eee 1 
Clerk and Stenographer Grade II........... 4 
Clerk Grade lo laotia, oo. a ee 3 
Stenographer and Typist GradeI........... 2 
106 
SUMMARY 
Salary 
POSPOCTON jh fs als tl ios cut oucNeae) OR EW ALE ol RS aba Sunt Sah a ca Ug ie OER ra ay 1 $ 3,600 
Assessor, Grade DP Vi ibis so ote wi ear hat DiCie OL Oks an NAC ek NR aa eR 1 3,480 
Assessor Grade Lil. fue eno, Gn ee nd aa eee ah aN trae eet li 4 6,120 
Assessor Grade Tot’ 5 cite ch lae e aan Tum aa Nas ae eee cea ete Bae rch ted 2 7 18,480 
Assessor: Grade Linc ete lg Sacre oe ty ee eM Pea eich A ee ee epee 8 18,000 
Departmental Accountant Grade IT...........0.... 00. e eee eee 1 2,460 
Departmental AccountantGrade:l sy o¢ wee eel ee ee ee 2 3,960 
Clerk (Grade TV ce ee tS, Sot ane ean rae a Coe 13 23,010 
Clerk. Grade Tile ioe? eae eee (Ree, CAN ALLL dey eeniet ce ee tr 9 13, 500 
@lerk Grade TE gore poe A BS ee ie ieee We) a ea ahs 40, 590 
Clerks Grade Teng heise ci seein Sek ah Once rah ERO RvR Mee aie 29 25, 230 
106 $158, 430 
VANCOUVER DISTRICT 
1. TeRRiToRY (area: 223,484 sq. miles)— 
Population 1943 Tax Returns 
Counties ——_ 
Rural Urban Total J kaa T.4 
NENCONVER 2 CUI G edie nee Cee 51,205 | 287,580 | 338,785 160, 580 6, 424 
MV CSETOINSCET ld eta kn a hl Pe iu gS 89,910 28, 676 118, 586 31,292 1,926 
PINGCOMELUPET G hoo sis skull Posy hora 21,120 8,492 29,612 9,555 749 
POATIDUOL Oso AK Oh ee aoe 20, 714 3, 807 24,521 4,954 607 
(less portion near Alaska Highway) (———|———___}| —_______|_______ 

. 182,949 | 328,555 | 511,504 | 206,381 9,706 
dS EPG LA 60 EO RA nT NA RRMA SARS a ae Moe PAE Ee LUM ee eM De Tet be 
2. EstiMaTED CoLLECTIONS— ; 

Individiialays ge ee ey kas SO ar, WE ae CRU ee LL aaa Le anes $ 68,370, 938 
OOTPOPAtIONS fe? cos BUS ee Uap dE aa aS SYS le ater ee Pea PAS 44, 580, 928 
Succession Duties. ioe eo ee Re Be aer Ble Gear alli pe srt, Apia ede A ae nea 801, 933 
$113, 753, 799 
Distance from 
3. Masor Citizs anpD Towns— Vancouver - 
MEDCOUV ERE A c's atasiic fa cae a aaIe BER aR ae ene eet eae 275,000 —- 
North Vancouver ecnwii oud aber ae ere eT 8,914 5 
New: Westininsber, 9 sk, 34% eee romena alton e ci tan MR ens 21,967 13 
Prince: Rupert 05.6.5. 4 ade ce MOS nee ees eee ea erat 6,714 1,168 
by C.N.R. 
500 approx. 
é : bsg by air line 
Vancouver-Victoria: 72 approx. air line steamer: 6} hours. 
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SR RR GE eane-ac Ngee Om OLe Ube Cc 8 UR Departmental Accountant Grade I.......... 
Clarke Grade Ly eo es SG En a Re tietietone 
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EASTING--INDIVID UAL oye ase pee att wo ce Ul aceon ba Wi Clerk Grade LV ren ae Tedinie Gastage tees bats Ic a ae : 
Clark Grade ERD sities.) oer wales Aun 1 
Clerk; Graded er ee ee iii ee tae 1 
Clerk Grade Bore ae Be ea Teach aa 4 
Stenographer)' Grades io a Caer eres 2 
Pypist Grade Linnie ieee Rita: a lea 2 
TASTING-— CORPORATION © fas Sy oe ele ery tae Clerk Grade: ET Tie pert ae iN a a eee lel 1 
Clerk Grade sli) eo eat Wen one an 3 
Typist Graded. 3207 si Ce ems i ay m3 1 
Mat AND SUPPLIES.............. SRT SHUR a aad tae aNd ae oe Clerk’ Grade DVia ite i eye oe een ccmamees 1 
Clerk Grade Liye ony eee cer tier ie aie 1 
Clerk. Gradeuhl 0 4a8 Vey Me aan 4 
Clerk’and. Typist. Grade £9 700) a. an eee 6 
SIENOGHARHERS | POGE ote Oeh iceead ee be belle Clerk Grade T Vix. eae eae orale eae LAR 1 
Stenograptier Grade Tit. oe oP Be 3 
Stenographer Gradell va ee eee ae 10 
Stenographer Grade Til id, boa etal es 10 
PUBLRP ETON Ie oe aun Cit aN ec Rep tears WL Sad ak ee any Glork Grade Eig oe vege) inn cal ama 2 
Clerk: Grade jie SAG SU ee ae N 
ANEW BR BPH ies A RS Aone Wide cla alaualah big lao gba: gee aa ea ek Gay HU RE ER RO Mia Mra cen 62 7 a Da 1 
RARER TCR ite iA RR ac Mey: tL! Os GM AOC ay Ue a Om ae a Mlerk: Graded Wi ors i a ee oan 1 
Clerk Grade ae eee re So ee 4 
Clerk, Stenographer, Typist Grade I........ 9 
Estates AND SUCCESSION DUTIES................0.00 Assesson Gradeh Vici awl eee eee a 1 
Assessor Grade slit 2) a ee ee 2 
Assessor Grad a PT a ic cine ee ng eee ae -, 2 
Assessor Grade -le sao haa ee ee 4 
Olerk Grade [Vii foes Ge eee 6 
Clerk Grade lke ee eis oO ae ea 2 
Clerk Grad@sii iy ie Wacecs: ere cae ee ae 3 
Clerk, Stenographer, Typist Grade I........ 3 
INVESTIGATIONS—SPECIAL........00. cc ccc dev ceceeeuwse Assessor Grade: LIB roe ,.y. aid ee 1 
‘Asseseor. Grade LE osc eerie al. eae 1 
Assessor Grade Lainie Te ae 1 
Tax Drpuctions AND Pay Rou Avnir............... Assessor Grade III......... Blase Sl katana SOO 1 
AsséssoriGrade Pie. an a ee abe en 4 
Clerk, Grade lV a. 5055 ah oe 12 
Glerk Grate Lie, ks oo elauee Cae 3 
Clerk: Grade: LE eouau 8 se ii alee A et 10 
Olerk Grade Pee at eo ee oe ea eae 3 
Stenographer Grade:ID! 40. 4.0 tie eee 1 
stenographer Grade-lio.2 fa. eo Pa eee 1 
aE pir eN Se RESTS ote Be aie le OP ARE ake Ri ean Clerk Grade dl 2h emo cach: eae 3 
Clerk’ Grade ie Se ee 2 
Stenographer Grade Lehev ier. ae, 1 
Typist: Gree dey sek Often el Wee eens ae 6 
533 
SUMMARY 
Salary 
jays n= a 5 cape eae Cae Re ge RRR IE NT ONO N GLA vay GR nae Prati coe A 1 $ 4,920 
ASSIStANE LASDSOLOR isi, oie aetna aia ie hae: Mc TA LAC MR ye ope el ee 1 4,140 
MAXGCULLYV CLASSIStAME ince’ cars ice Mee are hy RO GEE ORE Hea | 1 4,500 
XSSESBON ICRA OS Vie ies. bia nae Ah ze RMR ca Nae OER ADA is fie 2 7,860 
Assessor Cerne DV oe eae Rl ie Aer ee AR peice aaa 2) Mee 12 41,760 
DASSOSSOT CGT ACO LB Uc Nae a: ae) UW uan UR MeL lr IE 23 70,380 
Assessor Grade LU Ky dec dn Miah Ugly mie OO NTN aM At LIN Parma 29. 76, 560 
Assessor Circe ke oii) Soi ee Metre CIN ced ec ane SUNG uBR I udittad 40 * 90,000 
Departmental Accountant Grade TIT oy oo) oe 1 2,910: 
Departmental Accountant Grade Td. soos oo ce a i cee 2 _ 4,920 
Departmental Accountant Grade I............. 0... ccc ccc ccccuceeuucs 4 7,920 
Clerk Grade EV ory he OR a ane ROME CHE ND RR Asa BA a ee 51 90,270 
Clerk:and Stenographer Grade Tia 2 eine ene oe 42 63, 000 
Clerk} Stenographer,: Typist Grade TE ie). ee Oe 156 191,880 — 
Clerk, Stenographer, Typist Grade Tey Da ee 167 145, 290 
Enterprateon :) 6:3 fee Ch Be rae I gi SU ak ade USA a aa 1 500 


533 $806,810 - 
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VICTORIA DISTRICT 


1. Terrrrory (area: 13,206 sq. miles)— 


Population 1943 Tax Returns 
Counties | 
Rural Urban Total ee id Bei T.4 
“My tng fe gt: See mL ED Da PAP Migr S074 250) She 13,619 44,068 57, 687 30, 431 414 1, 284 
INT SATHSAE REACH 2k levee ars ss ORG ae ieee ra eR 75,492 19,789 95,281 19, 847 185 698 
89,111 63,857 | 152,968 50, 278 599 1,982 
2. Estimatep CoLiEectIons— 
Encinas ee i ee ean ei era a ita chen CRIN AUN Omg LNG Mn te $16, 645, 000 
OLPOLALLONS Sel ea IEE Me sie ee earns ea ary en Li lo GINA ls Grane RO gg 7,221,000 
SUACCSSION LIGGIOS WT AAe eels Ta RAIN RCO aR ma cD NTC hey ies Made en 196, 000 
$24, 062,000 
Distance from 
3. Masor Cities anp TowNns— Victoria 
ates es gE hop Mir cles SOU ALU am ei fe i a VA au URE Le OCA GA Gr 4,068 — 
(including Oak Bay and Esquimalt about 7 000) 
SA EL) TV VOT Phe ect A ee NMG pie eA A WA No ae ON PR, ANI Ge Wes MANS te Pe ACE el a , 635 73 
POG AL Dern ye mate eee OREN Gedy eterna as oUt CARS oie Bal AN dine) sg 4, 584 126 miles 


RRSP Deh ss le Recrui ae erent n re tT MOC URMe Ne haLaRen hag 2th eS ae OSTA CAGE Opa at PN PR / Sag Ses Sa ms, 1 

Inspector’s Secretary and Staff Records Clerk........ CHEF HGTAGG ALY eek varied eae tak co ee alee als 1 

betta reouras Cier es i) ese iy a aerate aia! | oily Clenle Caracal Ei a0 a a ie eta a see og 1 
COT CE) MANAGE Wale sete Waist wan rs Bel Mauna ry OAS @ «eke Departmental Accountant Grade III........ 

PEO STING Withee Or ake sted 6 oie isu cheat oN ne aya, Departmental Accountant Grade I. Lire TNE eG 1 

Tere Clerks Musas lig anal pemenaceey Senmuer ain ed ClerE Crag ether nat ay Spe yee ot aay ORs eng 3 

RUCOTOSTOS Rue ike olde tls ida eR RO ee BIOS Olerk and Typist) Grade Toi ve on 13 

2 BS AE iP Taps ae re Rp Re OUP nie UAT SCRA Glerk and Typist Grade oo Wy ayes 6 

CTABRIBHSADBPAREMENT roe). ey ars CARA lets Gerke Grade, LVa meee He a ei ee 1 

Ore Grade PER ya thie pone. Roa BANS amet 1 

Clerks Crradont Pare ea ae aed LL 2 

TV PISUGTAGO, Ly a iene! Ok 5. dig one ONES lawson 3 

PROS MBBENG Virco ty ere Oe Oh aes Ne fate Soe NDe URIS ig se Assessorigrade LV 2g oh eee Ona 1 

; (A SSe@KS0I CaTacde LL Ean Came a tne Ca UE a, 3 

COOP DOT AION bie. ee he INGTON CURA RETO Dna eCAe ahaa Assessor Grate Loi a as ue elie ie 5 

OTS and Led etd aad oy oo ce eae tie ke cna ees PASSESSOT CREA: Piel tcs ace ois ae Ge Pie shes ne eae 6 

ler Gradend Vila Wsckcce ear bec piers Nea lacs Siege 2 

PETG SAP one ENO Cae te ea UNE Me es gy Ke al att Asseasor Grade Pinson ute We sein wie eek tou ieee haloeere dls 1 

ClaR MATRA S HT Voi a IE Gun eons OUR 1 

ClEr Rr Grade ce ey MOU ae eae gi Uae Oe 1 

Clerk Grace: LI iema des Whine Salta rskslal ie 5 

ESTATES AND SUCCESSION DUTIES..................0.04 Nesessor Grane f bu wes. a hud onsen ae eas 1 

WN BSOSSOE CET Wierd shan Use MnUt ey ape VU sa at 1 

Clerk Grade L Val wien nu oa yee mh Ne ae 2 

Ty DiSG CaTOGe boa oi, Maeno Neue ea 1 

CSOELMCTIONS 2 on eels ak nian Wie Nunca us fe eae bee Departmental Accountant Grade I.......... 1 

Clerk Grade: D Vii re ik hs Moench estate son apebhe a tl 1 

Clerk CiTAeAL DL ee i Sane ph ats 1 

Clerk, Stenographer, Typist Grade: ED ..4.4) 4 

Clerk, Stenographer, Typist Grade l........ 2 

WIELING ANT EHANBPERS chat oh bk eA ghia see) tte Glork) Grade Evi ook tus bee er ee ara aie ca 1 

Clerk: Grades Ley ya Rei take kaa Mls tate Oe 2 

Dlerk: Gradgiby awa 0s 3h fale Meson wh paneman areata 4 

PMPs OGY ACE Lets sic ok kis onde Wace eater inl sana eas 3 
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RE RTE ue Uta rahe teed mais tetas SOLNeee a CEL RAN BOI ek anise a EEO a Gléerk> Grade ll yoy seta te fee coin o pane 1 
Clerk: Grade evince ae et oe 2 
Typist Graded oo oe ee was cae Mien arene 1 
SrANOGRAPHERS POOL. 40 ..he We TONS er ie ek Stenographer Grade ITI..:......0..00.5.00.5. 1 
Stenograprer Grade PD aise eens ae eee 4 
Cypist Grade he) ois ivesthina ey ue ae lees ve 4 
Tax Depuctions AND Pay Rout AUDIT.............. ACSBOBBOT GOPAOOE Li. /pu. Couns soon beens wean naee 1 
Information. ‘Assessor Grade Loi yi ole ovina otal soaks cae 1 
Clerk: Grado DV i oes sein saath ace ea tee Beare 5 
ClerknGrade LU tei oats cea ce page ee 1 
Stenographer Grade IT...................... 1 
Clerk Grade loiiniebinis ccc ate nee 5 
Glerk Grades: fo hse e See et Pee 3 
PSs. al 2h Soe VaR MDNR a Uy 7s A a Re RROD A an DDG eb Departmental Accountant GradelI.......... 1 
Clerk Grade TUE) Bie io. os eee en koe 2 
Stenographer Grade II................ eee 4 
Glerk’: Grade wee us hs. uP iAn et, hee oa eed 1 
Typist Grade Lie 3.60.5 sae en eae 8 
130 
SUMMARY 
Salary 
PRS POCLOR | TPE EN «aKa ee is es eee ee LIL OA als Raa RAR DERM tase ee aa eet 1 $ 4,020 
WSROBSOF CATACO.L MG OM a Pa ee ena tiny hE AC Socket ak 1 3,480 
WACSHOMSOR CTRL LLL. a bel cavers eLetter gee ue Rey, Glad Las TR Ice ls RN WP Et Se IR 3 9,180 
RSET CATR De cit Sle el Sua pre LAI Se Me I MI | Me Rar gsc aCe 7 18,480 
INGBERBOT CePA ie 1. eS wai HW Sutera ah Dealer eee te TNA aT ee, Miser Cae Rag 9 20, 250 
Departmental Aceountant'Grade TL. sy 0000.0), ecu ee ee 1 2,910 
Departmental: Accountant: Grader sis ee Sa en oe ws lata eae he 3 5,940 
Clerk: Cora EVN eee nae Sing NG Ral aa AL eam na emcee ke Gea 14 24,780 
Clerk Stenographer Grade LIC cy ee Cee Ais haiie are ete dina ee oe 11 16,500 
Clerk: Stenosrapher, Typist Grade Dis te Ug Waa ste ok eine bata es 43 52,890 
Glerk. Stenographer, ‘Typist Grade di 00 or de iste swale on ass os re et 37 32,190 
130 $190, 620 
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THE SENATE OF CANADA \ ton alee of 


fia 


PROCEEDINGS 
of the 


SPECIAL COMMITTEE 


Appointed to examine into the provisions and workings of the Income 
War Tax Act and The Excess Profits Tax Act 1940, and to formulate 
recommendations for the improvement, clarification and simpli- 
fication of the methods of assessment and collection of taxes 
thereunder and to report thereon. 


No. 5 
TUESDAY, DECEMBER 4, 1945 


The Honourable W. D. EULER, P.C. 
_ Chairman 


WITNESSES: 


Mr. H. H. Hannam, President and Managing Director, Canadian Federation 
of Agriculture. 

Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National Revenue 
for Taxation. 

‘Mr. R. P. Bengough President, Trades and Labour Congress of Canada. 


Mr. G. Fay Davies, General Manager, National Life Insurance Company. 
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ORDER OF APPOINTMENT 
(As amended 4th December, 1945) 


Resolved,—That a Special Committee of the Senate be appointed to- 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplication of the methods of assessment, ; 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, and to report thereon, Fe 

(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud Robertson, Sinclair and ~ 
Vien; ! 

(3) That the said Committee shall have authority to send for persons, | 
papers and records. 


ATTEST: 
L. C. MOYER, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
Tunspay, 4th December, 1945. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax and The Excess 
Profits Tax Act, 1940, and to formulate recommendations for the improvement, 
clarification and simplification of the methods of assessment and collection of 
taxes thereunder, met this day at 10.30 a.m. 


Present: The Honourable W. D. Euler, P.C., Chairman, and the Honourable 
Senators Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Farris, 
Haig, Hayden, Lambert Léger, McRae, Robertson and Sinclair... 15. 


In attendance: The Official Reporters of the Senate. Mr. H. H. Stikeman, 
Counsel to the Committee. 

Mr. H. H. Hannam, President and Managing Director, Canadian Federation 
of Agriculture, Ottawa, Ontario, was heard in explanation of a brief presented 
on behalf of the Canadian Federation of Agriculture, dealing with the various 
aspects of the Income Tax Act as applied to farmers, and was questioned 
by counsel. 

Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National Revenue 
for Taxation was heard on the subject of “averaging income over a period 
of years.” 


Following consideration and discussion of the Order of Reference, it was,— 


Resolved,—to report to the Senate recommending—l. That the quorum 
of the Committee be reduced to five members. 


2. That the life of the Committee be continued and that it be authorized 
to hold meetings and hear witnesses during the recess of Parliament. 


3. That the Committee be authorized to adjourn from place to place. 


4.-That the order of reference of the Senate dated October 24th, 1945, to 
the Special Committee appointed to examine into the provisions and workings 
of the Income War Tax Act be amended by adding, after the word “thereunder”, 
in the last line of the first paragraph thereof, the following words:— 


“and the provisions of the said Act by redrafting them, if necessary ;” 


and further, by striking out the word “and” after the word “assessment”, in the 
fourth line of the first paragraph thereof, and substituting a comma in lieu 
thereof. 


At 12.40 p.m., the Committee adjourned. 
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At 2 p.m., the Committee resumed. 


Mr. R. P. Bengough, President, Trades and Labour Congress of Canada, 
Ottawa, Ontario, presented a brief on exemption on dues paid into trade 
unions which are allocated to superannuation schemes, sick and mortuary 
benefits and was heard in support of the brief. He was questioned by counsel. 


At 2.45 p.m., the Committee adjourned to the rising of the Senate, this day. 


At 3.30 p.m., the Committee resumed. 


Mr. G. Fay Davies, General Manager, National Life Insurance Company, 
Toronto, Ontario, was heard and presented a brief on taxation of amounts 
received for values granted in the event that the shareholders and policyholders 
should convert the Company and put it on a mutual basis. 


Mr. C. Fraser Elliott, C.M.G., K.C., was again heard. 


At 4.30 p.m., the Committee adjourned until 10.30 a.m., Tuesday, 11th 
December, instant. 


Attest: 


R. LAROSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


THE SENATE, 


Turspay, December 4, 1945. 


The Special Committee of the Senate to consider the provisions and work- 
ings of the Income War Tax Act, etc., resumed this day at 10.30 a.m. 


Hon. Mr. Euter in the Chair. 


The CHAIRMAN: Gentlemen, I think I should report first that we have 
secured Mr. Stikeman to act as counsel for the Committee. He is with us now 
and will continue to be with us. 

We had planned to hear this morning the Canadian Bar Association, the 
Canadian Federation of Agriculture, the National Life Insurance Company and 
the Trades and Labour Congress of Canada. The Bar Association, I understand 


is not going to make its presentation to-day, so we have only the other three 


organizations. The Canadian Federation of Agriculture has expressed a desire 
to be heard first, and unless there is some objection I will call upon them now. 

Hon. Mr. Hata: I move that they be heard first. 

Hon. Mr. Asseutine: I second that. 

The CHarrman: Mr. Hannam of the Canadian Federation of Agriculture 
is here, and I believe he intends to present a brief. Before he begins, I would 
suggest that he be allowed to complete it without interruption. He could then 
be questioned. An alternative procedure would be to hear the briefs of all three 
organizations, and then have questions and a general discussion on them all. 
Does the Committee think it would be better to have questions at the end of 
each brief? 

Some Hon. Senators: Yes. 

Mr. H: Hanna, President, the Canadian Federation of Agriculture: Mr. 
Chairman and gentlemen, we appreciate very much the invitation and the oppor- 
tunity to come before you for a discussion of the income tax as applied to 
farmers. We are grateful also for your consideration in permitting us to go 
on first this morning. We are in attendance at the Dominion-Provincial 
Conference, which is being held at the Chateau Laurier, where officials of the 
ten Departments of Agriculture are present. That is the reason for our request 
that we be heard first, so that we may not be away from the Conference longer 
than is necessary. 

We have a brief here, but we would prefer you. to eure it as just a 
summarized statement on a few points to which we would lke to direct dis- 
cussion this morning. We do not want this to be looked upon as by any means 
a complete brief on the income tax as applied to farmers. 

The CuHarrMAN: Would you care to appear later? 

Mr. Hannam: I believe we would be very glad to do that, Mr. Chairman. 

Hon. Mr. McDonatp: Mr. Chairman, perhaps Mr. Hannam would intro- 
duce his associates. 

Mr. Hannam: I would be very glad to. I would also like them to take 
part in this discussion, if they wish. 

The CHAIRMAN: Perhaps the gentlemen would stand up as they are intro- 


duced. 
aA | 
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Mr. Hannan: Mr. W. J. Parker, from Winnipeg, is the First Vice Presi- 
dent of the Canadian Federation of Agriculture. He is President of the 
Manitoba Pool Elevators. 

Mr. J. A. Marion, from Montreal, is President of L’Union Catholique des 
Cultivateurs, which is the big farmers’ organization in Quebec. 

(The following brief was read by Mr. Hannam): 

The delegates at the last annual meeting of the Canadian Federation of 
Agriculture were quite unanimous in instructing us to urge the government to 
re-open the whole question of the farmer’s income tax for general review, for 
the purpose of determining the fairest possible basis for the operation of the 
act, in its relation to agriculture and of amending the act accordingly. 

It is our considered opinion that the present Income Tax Act 1s inadequate 
and inequitable in its application to farmers, because it seems to have been 
designed for application to general business operations, and as such, does not 
take cognizance of the entirely different nature of farm operations. 

During the past few years officials of the income tax department have been 
very ready to discuss our problems with us, and have been open-minded in con- 
sidering suggested changes in the regulations, but naturally they were restricted 
by the fact that some of our major recommendations involved amendments to 
the act. 

The following is a summarized statement of the major recommendations 
which we believe it is correct to say, have practically the unanimous support of 
farm people across the dominion; 


1. Averaging Income Over a Period of Years: 


That the income of farmers for income tax purposes be averaged over a 
period of (four) years. Due to the fact that prices of agricultural. products 
fluctuate more widely and more rapidly than prices of other products, and that 
climatic conditions over which the farmer has no control is often responsible for 
great variations in farm returns, we claim that one year is too short an account- 
ing period to be used as a base for assessing farm income tax. Emergency con- 
ditions such as drought, excessive rainfall, early frost, ete., may completely 
ruin a farmer’s crop, or in the case of live stock, compel him to liquidate his herd 
at sacrifice prices. Then, on the other hand, when all production factors are 
favourable and market prices are good, substantial profits may be earned which 
need to be used to build up reserves to carry through the bad years that follow. 
In this case, unless the farmer has a previous loss which he is allowed to carry 
tee he is taxed heavily because his income may lift him into a high taxation 

racket. 


One point we desire to emphasize particularly, is that the farmer who has 
an average taxable income of a certain figure over a period of years—with 
considerable variation in the taxable income from year to year—is required to 
pay a substantially higher total tax over the period of years, than would a man 
with a fixed annual taxable income of the same figure during the same period 
of years. This is perhaps the most inequitable feature of the one-year account- 
ing period for assessing farm income tax. 

One major objection which always arises in connection with the suggestion 
for averaging farm income over a period of years, is that in any year in which 
a farmer suffers a serious loss, he is likely to be unable to pay that year’s share 
of the averaged tax over a period of years. While this may appear a very 
legitimate objection, we believe that it would be possible to work out tax 
payments on a movable average basis which would overcome this particular 
difficulty. ANS 


eee ee 
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Ws Deductions of Tax From Farm Workers’ Wages 


We recommend that farm workers be exempt from tax deduction at the 
source, and that they be required to report their own income. At present the 
law is not observed. Farmers who deduct the tax from their workers’ pay, lose 
their help to those who do not, and in many cases, farmers have been paying 


the tax out of their own pockets. 


The present law, therefore, is not effective, and to make it effective would 
result in a very undesirable degree of regimentation, and the cost would be 
prohibitive. At present, every employer is required to deduct the necessary 
tax from the employee and to remit the amount in a stated time or be subject 
to penalty. 

In order to comply with the present law the farmer needs to have in his 
possession, the revised table of tax deductions, as well as various forms which 


he is expected to fill out properly. First there is the T.D. 1, for statutory 


information given by employee to employer to avoid undue tax deduction. A 
single copy of this form properly completed must be obtained by the farmer 
from each of his employees. Then there is T.D. 1A, which is the tax deduction 
exemption claim. He must have this form also completed by employees who 
claim exemption. Third, there is T.D. 2, the form which accompanies remittances 
of the amounts deducted at the source. Fourth, there is T4, a renumeration 
summary, prepared annually in triplicate. Lastly, there is T4 supplementary, a 
listing of wages paid and taxes deducted from individual employees, prepared 
annually in quadruplicate. 

In the United States the tax is not deducted at the source from farm 
workers. The latter are required to pay on an estimated basis. 


3. Dispersal Sales of Livestock. 

The application of the present act and its regulations to the income from 
livestock reduction or dispersal sales has long been a source of uncertainty and 
dissatisfaction among farmers. 

At present, all proceeds from sales of livestock, irrespective of the capital 
invested in the breeding herd, or “basic” herd, are treated as income for the 
purpose of the income tax, in the case of farmers who compute their tax 
annually on a straight cash basis, which most farmers do. This has created 
hardship in many instances, especially where farmers are retiring from business 
and depending upon the sale of their capital assets to provide future means of 
livelihood. 

We submit that the breeding herd, or “basic” herd, is a capital asset and 
should be treated as such. Livestock products, such as milk, wool, etc., and 
natural increases, are income, but the breeding herd, like land, buildings, and 
machinery, is an instrument of production. Taxation authorities in both Great 
Britain and the United States have recognized the capital nature of breeding 


stock. 


It would appear that there should be, in the Income Tax Act itself, some 
clause providing for definite distinction between income and capital, in respect 
to these livestock sales; that in the case of reduction of dispersal sales, tax 
should be levied only on what could be legitimately termed current income, 
Tax officials may claim that this is being done under the present regulations, 
but there is a rather wide variation in the application of the act in different 
parts of Canada, and the farmer finds- himself entirely at the mercy of the 
uncertainties of regulations under the Act and the application of the regulations. 

A plan has been presented to the Minister of Finance, which might be 
termed the “basic herd” plan, designed to overcome the difficulties we have 
mentioned: While this plan has not been officially endorsed by the Federation, 
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we have had an opportunity of studying it and would commend it to you as 
being entirely in line with the policy the Federation has been advocating for 
some years. | Se aunt) 

Under this plan, a farmer would be permitted to establish the number of 
breeding animals on hand at the beginning of a certain year, say 1940, and this 
number, as a basic herd, would be regarded as a capital asset. In any subsequent 
year in which a farmer commenced making income tax returns, he could establish 
a basic herd equal to the number of breeding animals on hand at the first of that 
year. If the farmer keeps accounts on a cash basis, no value need be given; 
if accounts are kept on the accrual basis a fair value should be given to remain 

constant in succeeding years. 

Advantages of such a plan are: | 

First, that the capital nature of the breeding herd is recognized. 

Second, that farmers who sell out and retire and may be dependent upon the 
returns they get from their capital assets for their living in the future, will have 
the returns for their basic herd protected against taxation along with other 
capital assets. 

Third, it is simple and workable. By accounting for the basic herd as a 
unit, complex records regarding original cost, depreciation, disposal and replace- 
ment, are unnecessary. 


4. Wartime Depreciation: 

We wish to draw the attention of the committee to the fact that many 
farmers expanded buildings and equipment to meet the emergency requirements 
of the wartime program. In respect to wartime industries certain income tax 
concessions were granted, such as accelerated depreciation. Similar consideration - 
has not been granted to farmers. Let us illustrate. Surely we will readily admit 
that Canada’s production of hogs was not expanded from ‘a pre-war production 
of some 34 or 4 million head annually to nine million, to meet the wartime 
program, without a very considerable investment in additional plant and equip- 
ment on the farms, much of which will not likely be needed in any postwar 
program of hog production Canada will have. 

The same thing applies in other branches of farm production. Ve 

We would urge that the same policy that has been applied to wartime 
industry with respect to accelerated depreciation, be granted also to agriculture. 

The CHatrMAN: Before we proceed with the questioning, which I think 
should be led by our expert, Mr. Stikeman, I would say it is quite evident 
that briefs should be in the hands of members of the committee a little before 
their presentation, so that the discussion arising on them may be carried on to. 
better advantage. That is no reflection on you, Mr. Hannam. 

I suggest now that Mr. Stikeman lead the examination. 

Mr. Strkeman: Mr. Chairman, I should like to ask Mr, Hannam a few 
questions which occur to me on the first reading of his brief. They will not by 
any means be exhaustive because I have not had a great deal of time to 
study the brief. | 

You make a statement on page 1 of your brief, Mr. Hannam, which 
indicates that you feel that farming merchandising methods or farming business 
as a whole differs fundamentally from other forms of business. I realize you 
mean that the difference may be found in the background of the farmer, that isi 
emergency conditions arising from weather and varying prices. But have you 
any further thought on that point, such as the difference in the merchandising 
or accounting methods which would be germane to this discussion? | 

Mr. Hannam: Yes. Farming is somewhat more of a family affair than 
most businesses; that is, the family enters into farm operations more so than - 
does the family of even the small business man. Another point is the difficulty 
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of handling capital and income, with rowing animals and a wide variety of 
animals on a livestock farm, for example. Those are two points in addition 
to those you have mentioned. Pini 


Mr. STIKPMAN: On page 1 you also state that the provisions of the law 
should be extended to permit the carrying forward of losses as part of your 
averaging scheme. Do I understand that the present provisions in that connec- 
tion, which were introduced two years ago I think, are still insufficient for your 


needs as representative of the farming community? 


Mr. Hannam: We did not refer directly to that carrying forward of 
losses, Mr. Stikeman. Our suggestion is for the averaging of income over a 
period of years. It is true that this carrying forward of losses meets our 
‘recommendation to a certain extent. But may I point this out? Nearly all 
Canadian agriculture is on the family unit basis—the small farm basis. We 
cannot list a wage for the farmer himself. He may work the longest hours, 
usually he does, but we cannot charge his. wage to the operations of the farm. 
In other words, he has a loss entirely of his family living and his wages for 
the whole year before a loss is registered in his return. In Canada we give 
a married man a $1,200 exemption; we say he is entitled to that exemption 
for his family living before we start. to tax him. The farmer has to lose that 
whole $1,200 before he begins to. register any loss. 


Mr. StrkEMAN: In the fifth paragraph of page 1 of your brief you state: 
“In this case, unless the farmer has a previous loss which he is allowed to carry 
forward, he is taxed heavily because his income may lift him into a high taxation - 
bracket.” I gather that that remark with respect. to loss is merely part of the’ 
general scheme that you propound for the averaging of farming income, and 
does not refer necessarily to an enlargement of the present section. 


Mr. Hannam: No, we are making an exception there.. If the carrying - 
forward of losses applied, then the farmer’s income may not be moved up into 
the higher tax brackets. 


Mr. Srixeman: But under your proposed averaging of income, losses would 
be carried forward and backward, would they not, as a matter of automatic 
adjustment? , 

Mr. Hannan: Right. | 

Mr. StrKEMAN: You have not suggested in this brief any period over which 
the averaging might be deducted. a . 

Mr. Hannam: We have inserted in brackets there “four.” 

Mr. Stikeman: Oh, yes. 

Mr. Hanna: The reason that we put it in brackets there is simply that 
we are not— 3 

Hon. Mr. Asrextine: It should be five years or more. 

Mr. Hannan: A little longer period is of course somewhat better than four. 
The reason that we inserted four years is that in our discussions the fruit men 
have always insisted that they would much prefer an even number of years 
because the good years alternate with the bad. years so regularly in,’ for 
example, their apple crop. The five-year period has an advantage over the 
four. If, on the other hand, we have.a moving average of some kind, then it 
‘makes less difference whether it should be a stated four or five years. 

Mr. STIKEMAN: If you have your average period of four or five or more 
years, do you still require reserves for losses, or bad debts—for things other 
than the depreciation of your capital assets? 

Mr. Hannam: I am not sure that I understand your question, Mr. 
Stikeman. 
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Mr. Srrxeman: You mention further on in your brief that the farmer 
should be permitted to reserve against bad years out of income from good 
years, in order that he may in effect average his losses. 

Mr. Hannam: No, we are not making a suggestion that that be allowed 
apart from averaging. 

Mr. Stixeman: That is the point. If we average, then that will cover the 
suggestion? 

Mr. Hannam: That is right. 

Mr. StixkemMAn: Have you any concrete ideas on the mechanics of what 
you term a movable average basis? 

Mr. Hannam: There has been a proposal put forward to the Minister of 
Finance as to how that should be done. We have not approved of it in our 
federation. It is, we believe, a workable plan, but it is very complicated and 
would be very difficult to explain to the farmers. Whether the complications 
of that plan would make it impracticable or not, we are not prepared to say; 
but if your committee wish to go into that, I am quite sure I could have a 
presentation made on it. 

Mr, StikeMAn: Could you explain it briefly to us now? 

Mr. Hannam: I believe I can simply in this way. The suggestion is that 
a period of five years be taken as an average period, and that for the first four 
years the tax be computed in the ordinary way. In the fifth year when the 
taxable income is made up the average taxable income is made of that fifth 
year. Then the average tax is made at the rates chargeable the first year. If 
that average is lower than the tax that was paid five years ago, the farmer 
gets the credit. If the average is higher than five years ago, the farmer pays 
extra. In other words, in the good years he pays some more, which will be an 
advance in the poor years. If this plan worked out in practice as it appears 
in theory, it means in the year the farmer has losses, instead of having to try 
to pay taxes he will likely have a credit advance from five years ago. 

Mr. Stixeman: Is the base to which you refer five years ago a fixed point 
in time, or does it move forward? Bas 

Mr. Hannam: It moves forward. 

Mr. Stixeman: So your measuring yardstick will be up or down as the 
experience of the year is brought into the play of your moving average? 

Mr. Hannam: Yes. 

Mr. Srikeman: So you have a constantly changing norm against youl 
credit. | 

Mr. Hannam: That is right. 


Mr. Srixeman: In your estimation would the bookkeeping of such a 
system be difficult from the farmer’s point of view? 


Mr. Hannam: I don’t think you should: ask the farmer to do it. If you 
are going to follow a plan of that kind I think the Income Tax Department 
would do it. The farmer would make out his return, and you would have his 
previous return on file. 


Mr. Strkeman: The Income Tax Division would then be required to assess, 
not one year with regard to the profits of that year alone but with regard te 
the profits of the five-year period? 


Mr. Hannan: Right. 


Mr. StrkemMan: With regard to your remarks concerning your deductions 
at source, and more particularly concerning the farmer’s experience of deduct- 
ing tax from the wages of his employees, you refer to the various forms which 
must be filed concurrently with that operation. If your suggestion were to be 
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put into practice, would the farmer be absolved from the duty of deducting his 
tax at the source from his employees and the making out of those returns, 
or would you still require him to fill out T.4 of the salaries and wages which 
he pays? 

Mr. Hannam: We are not very definite about that. That thing is, though, 
that many farmers just do not keep records, and unless it was made a very 
simple return—well, you would likely just not get it. 

Mr, StikemMan: T.4 is a simple return. I think your point is that the 
farmer wishes to be relieved of the duty of appearing to be a tax collector? 

Mr. Hannam: Yes. 

Mr. StikemMANn: He would have no objection to continue to send in returns 
to the authorities in order that they may make the collection if they can catch 
up with it? 

Mr. Hannam: In a previous presentation we made to the Minister of 
Finance we said we would be prepared to have a farmer report his payments, 
and so forth. On the other hand, at this time we are suggesting that the 
responsibility be placed on the employee to make his own return. 

Mr. StrxEmMANn: Do you consider that the T.4 return, or the return report- 
in wages paid employees, is in its present form too complicated for the average 
farmer to fill in? 

Mr. Hannam: No. 

Mr. Stixeman: You think the present form might stand? 

Mr. Hannam: I do not think there would be serious objection. If there 
is any particular advantage to file the information with the Income T’ax Depart- 
ment I don’t think the farmers would object. 

Mr. Strxeman: In other words, deduction at source raises in the farmer’s 
mind an objection which is psychological rather than practical, in that he 
dislikes being put in the position of collecting tax from his employee? 

Mr. Hannam: No, it is a very practical objection. Are you speaking of the 
deduction or the reporting? 

Mr. StikemMAn: They are both the same operation. 

Mr. Hannam: The reporting is quite a different matter from the tax de- 
duction. The tax deduction from the employee on the farm with the necessary 
forms that are required of a business man,—that is really very impractical so 
far as the farmer is concerned. The tax deduction, unless it is made general 
and applies to all farmers, is very unfair to the conscientious farmer who does 
make the deduction. Very often if he does make the deduction he has got to raise 
his employee’s wages accordingly; if he does not he loses his help to the man 
who does not. There are just half a dozen angles, all of which just seem so 
completely impracticable and, as it is working out to-day, very inequitable to 
some farmers. | 4 

Mr. StikEMAN: Would the objection be met in the main if the farmer were 
not required to deduct taxes at source, and not required to file remittance 
returns, but were still required to file one showing the amount he pays? — 

Mr. Hannam: I do not believe there would be serious objection to the 
farmer reporting the wages paid. 

Mr. Stikeman: You said you do believe the T.4 form, which is the form 
the farmer would complete, is not too cumbersome or too complicated in its 
present form. , 

Mr. Hannam: No, I would not say so. 

Mr. Srixeman: When you make reference to the average dispersal sales 
of livestock, do I understand that those remarks should be limited to the dispersal 

sale by farmers who are not in the occupation or business of raising selling live- 
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stock? That is to say, he would be treating his capital as dispersal sale of 
livestock; but a farmer in the dairy or wheat business would not treat his capital 
or dispersal sale of livestock the same as the farmer in the business or raising 
and selling livestock? 

Mr. Hannam: [| would think it would apply to all farmers in the region. 

Mr. StrkemMan: You would treat all dispersal sales, regardless of whether 
the farmer was normally engaged in selling of livestock, as a capital item. 

Mr. Hannam: That is right. We would think that this suggestion of ours 
is parallel to an inventory basis, except that it is a modified form of handling 
inventory. 

Mr. StikeMAN: It amounts to a bulk sale; it is a matter of disposing of 
everything a farmer has. 

Mr. Hannam: Not necessarily; I said a reduction on dispersal sale. It 
applies to the man who may wish to disperse half of his herd in one sale. _ 

Mr. Sti1kKEMAN: When a man is in the business of raising and selling live- 
stock and sells half his herd at a dispersal sale, how do you determine whether 
he is taking advantage of a good market or dispersing his herd? 

Mr. Hannam: I do not-think it would matter as I see it, Mr. Chairman, 
as long as he properly establishes his basic herd—if he carries forward his basic 
herd. An allowance would have to be made if he put additional animals into 
his basic herd, and if he has not capitalized them in his herd then they are 
income. 

_Mr. StikemMan: That amounts to treating his herd as inventory; taking the 
value of the gross inventory, and the cattle remaining at the end of the year, 
would determine the number disposed of during the year, on which he would be 
taxed. But, if he ate into his basic herd, then to the extent that his sales 
decreased that basic herd you would not tax the sale of those cattle. Is that the 
picture? 


Mr. Hannam: I think it would work automatically. For instance, a farmer _ 


has a basic herd of 30 cows, he sells 5 cows and he wishes to consider those 5 
cows as return. on capital. He automatically reduces his basic herd to 25. He 
can make his choice. He can regard the cows as income and pay taxes on them, 
if he wishes to, but he still has a basie herd of 30. 

Mr. StixkeMan: Take for example a rancher had a basic herd of 50 cows 
when he started in business ten years ago, and gradually built up his herd to a 
thousand head of cattle. He then sold 500 head of cattle, which is half his 
entire herd. You would tax him either on the whole 500 or on the 450, at his 
option; but, if you taxed him on the 450 head, then he would no longer have 
the basic herd when he finally closed out. Is that understranding correct? 

Mr. Hannam: At the time of his sale of 500 head the farmer would regard 
so many of them as income, depending upon how many he capitalized by his 
past operations, in making his past returns for taxes; that would establish how 
many he would have in his basic herd. If he had actually qualified for only 
- 100 of a basic herd, he would have to pay income tax on 400. 


Mr. StrkKEMAN: The example I gave was that he started with 50 head 
and gradually increased to one thousand, selling 500. I understand he has 
the option of capitalizing 50-in which case the tax would be on 450, and he 
would be left with 500, all of which would be taxable when he chose to sell 
them. 


Mr. Hannam: Each year as his herd increased, he would be under an 
obligation to decide what. he was going to do with them. Supposing he had 
in any one year 25 heifers growing up; if he wished to put into his basic herd 
the 25 heifers and increase it to 75, he would have to pay taxes on the 25, 
because they represented income as he sold them to himself as capital. 
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Mr. StrkEMAN: That is very clear. 

Mr. Hannan: I have two sentences here that I think state it fairly clearly. 
When animals are sold to reduce the number below the basic herd, the taxpayer 
may elect to consider such receipts as capital, but if he does so, the size of his 
basic herd is reduced accordingly. Additions and purchases from outside will 
not be allowed as an expense if the basic herd is increased accordingly. If the 
home grown stock is added to the basic herd, their normal value must be 
considered income of the year and the taxes | paid accordingly. 

Mr. StrkEMAN: Does the farmer depreciate the herd as a unit, or only 
depreciate the basic herd? 

Mr. Hannam: I think I have not considered the implications of» that. 
Perhaps I should say at the moment that I do not know. 

Hon. Mr. Crerar: Mr. Stikeman, would you repeat that question? 

Mr. StikeMaAn: I asked Mr. Hannam if the farmer seeks to depreciate 
the entire herd, including the basic herd, or only the cattle representing the 
basic herd, which is his capital asset. 

Hon. Mr. Crerar: What do you mean by “depreciate”? 

Mr. StrKEMAN: I imagine that the farmer would keep up a reserve on 
profits on his livestock for the depletion of his herd. 

Hon. Mr. Crerar: Against decline in the future? 

Mr. STIKEMAN: Yes. 

Hon. Mr. Hata: Depending on whether it was on a cash or value basis. 

Mr. StrxkemMan: Mr. Hannam would be on an accrual basis. He is treating 
the herd as inventory. 

Hon. Mr. Haie::I think the farmer runs on a cash basis. 

Mr. Hannam: This is a modified inventory plan that can be used by the 
farmer on a cash basis. 

Mr. Strkeman: But it puts him in fact on an accrual basis by valuing 
his gross inventory in terms of herd. 

Mr. Hannam: It does in respect to one item on his farm, that is his btomitne 
stock. 

The CuatmrmMaANn: On the specific question, Mr. Hannam prefers to say he 
does not know. 

Mr. Hannam: On the other hand, if you wish me to answer, I would think 
that in case depreciation is allowed on the breeding herd, at least in this 
connection it would be on the basic herd. 

Mr. StikeMAN: Only? 

Mr. Hannam: Only. It respects his income. 

Mr. STIKEMAN: It respects the inventory. 

Hon. Mr. Bencu: Depreciation is presently allowed on livestock, as I 
understand it? 

Mr. HAnNAmM: Yes. 

Mr. StrkEMAN: Mr. Chairman, that is the extent of my question. 


Hon. Mr. Hata: There is one question I would like to ask Mr. Stikeman. 
Mr. Hannam said that the farmer was not allowed the exemption of $1,200 
before he is taxable. 


Hon. Mr. Haypen: That was not what Mr. Hannam said. 
Hon. Mr. Hata: Well let us clear that up. 
Mr. Stixeman: I did not get the full import of that question. 
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Hon. Mr. Hate: I understood Mr. Hannam to say in connection with the 
farmer and his family that they are not allowed the exemption of $1,200 
that is enjoyed by wage earners. 

Hon. Mr. Aseutine: He said that the farmer did not have a loss until 
the $1,200 exemption was absorbed. 

Hon. Mr. Haypren: There was no loss until he made $1,200. 

Hon. Mr. AseutTIne: Is that correct? 

Mr. StikKEMAN: That would be true in individual cases because the extent 
of exemption is $1,200, therefore he would pay no taxes on income up to that 
point. 

Hon. Mr. Hare: I am not trying to cross-examine Mr. Stikeman but I want 
to be clear on this point. Take for example, a farmer on your four-year basis, 
in the first year the farmer has a profit of only $800, but he is entitled to an 
exemption of $1,200. 

Mr. STIKEMAN: Yes. 

Hon. Mr. Hata: When you put that on a four-year basis does the farmer 
lose on the basis of the $400? 

Mr. StrkeMAn: No; I think there is a certain confusion of terms there. 
The loss Mr. Hannam was speaking of was not the loss in terms of individual 
exemption from taxes, but a loss in terms of going into the red on your books 
of account. 

Hon. Mr. Hata: I would like to ask Mr.-Hannam a question. Take a 
farmer, a married man, at the end of the year he has $800: net income, but he 
is entitled to $1,200 exemption. Is he $400 in the red, on your four-year 
basis? 

Mr. Hannam: No. I do not wish to connect the four year averaging 
period with this matter. I do not think they are related in this sense. Our 
present basis of computing taxes on the farmer is that that $400 you mention 
would not be registered as a loss. If he had an income of only $2 for the whole 
year, he cannot show a loss on his income tax return. 

Hon. Mr, Assuting: That is correct. 

Hon. Mr. Hata: I know that, unfortunately, all too well, but what I do 
want to know is, with your five-year averaging plan, would the $2 or the $1,200 
be taken into account to make up for the other years? I suggest to you, Mr. 
Hannam, that is a very important question. 

Hon. Mr. Bencu: Would the farmer not get his exemption in five years 
when*he made the return and paid the tax? 

Hon. Mr. Hata: No, he has a net profit of $400, but is entitled to ‘$1,200 
exemption; he cannot get $1,200 for the year’s work for himself and family. 

Hon. Mr. Bencu: Yes, but he does not pay taxes. When he comes to 
the end of the five years, he averages out and gets what he is entitled to. 

Hon. Mr. Hata: But what I am getting at is, he has a $1,200 exemption 
for five years. 

. oe Mr. Haypren: Are you asking that the Crown guarantee him $1,200 
a year! 

The Cuarrman: Let the witness answer the question if he can. 

Mr. Hannam: I would say, Mr. Chairman, if Senator Haig’s proposal 
were carried out that would be absolutely equitable to the farmer. 

Hon. Mr. Hata: That is the answer I wanted. 

Hon. Mr. Campsetu: Mr. Hannam, in presenting your brief and dealing 
with its particular points, you were suggesting an average of income and not 
an average of taxable income?? Is that not correct? 


— a so 
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Mr. Hannam: I was averaging the taxable income. 

Hon. Mr. Camppetu: If you are speaking of averaging the taxable income, 
you are dealing with the matter that Senator Haig has suggested. I am sug- 
vesting to you that you had in mind, when you prepared your brief, the 
averaging of income over a period of five years. 

Mr. Hannam: I see what you mean. We use the term averaging income 
over a period of years for income tax purposes. When we spoke about a 
movable average, we referred to the average taxable income, and the average 
tax of that average taxable income. 

The CuHarrMAN: I wonder if Mr. Elliott might care to make any comment 
on this rather complicated question. 


My. Exurorr: Mr. Chairman, to answer the question specifically, I would say 
no, I do not wish to make any comment. In order to comply with your request 
may I say the situation in respect to the plan that I understand the witness 
is putting forward, is a plan that is nebulous in our minds as yet; therefore, 
we will always find difficulty in creating something out of a nebulous beginning. 

But, for instance, take the case of the $800 profit and the $1,200 exemption 
which actually does not appear in the Act at all. There is $150 which converted 
into a revenue statement is the equivalent to $1,200; but, the plan of five 
years, if I understand it, is that the ordinary accounting method is always 
followed. If the farmer had a profit the first year of $800 it would have 
no relation.at all to $1,200, and the item of $400 would not appear in the 
picture at all, although you can think about it and raise the question, is that 
$400 going to be a loss to him forever. The answer is no. In the first year he 
simply had a net profit of $800; when he goes into the four succeeding years, 
depending on whether he had a profit of loss, he wants to average that $800 
net profit against a rise say to $2,000 profit in the second year and add the 
two of them together. You then get the figure of $2,800 and you take half of 
that until you build up your whole five years in profit or loss. All you do is. 
average over five years net profits and net losses without regard to whether 
the farmer is married, single or whether he has ten children or one child. 
The $1,200 is the minimum for a married man without dependents. If he had 
more dependents, it would be necessary to find the value of the tax exemption 
for his dependent child, and convert that into revenue value. It all means 
that you do not consider these exemptions at all in this five-year average plan; 
after five years you simply take his average net income, and then apply the 
extension to that average. That is as I understand it. 


The CuHairMAN: Do you regard that system if it were adopted, as very 
complicated from the viewpoint of the Income Tax Branch? 

Mr. Exuiorr: Any system that takes in more than one year becomes com- 
plicated. I think that speaks for itself. If you took two years it would take 
that long to have the business completed; take five years and you have. to 
keep the returns for five years; the same would apply to a period of ten years. 
The answer is clearly that it is administratively difficult. 

Farmers are notorious for two things: one, they do not keep accounts in 
the regular manner at all even for one year. Therefore, if you extend this 
plan over five years, I would suggest that the farmer would have no record 
five years back; and would not be familiar with the figures, and he would 
wish the accounting to become the problem of the Income Tax Division. 

Hon. Mr. Ase,tineE: He would file a return every year. 

Mr. Exuiorr: He would file a return, but would probably lose his own 
copy and depend upon the Income Tax Division to keep his returns for five 
years. We would become the house of accounting for multiple farmers across 
the country. He having lost his return will come in and ask us for our record. 
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It is not desirable to have the Crown become an accounting house on a five-year _ 
plan in order to give alleviation to the farmer on the belief that one year’s profit 
is improper and unfair to tax. However, one year’s profit is in many cases not 
_ unfair. .If you relieve the situation in regard to dispersal sales I do not know 
that the farmer’s average is to be desired. Certainly the five-year plan would 
give us a great deal of administrative difficulty, Mr. Chairman, and three 
years would give us less, 

I mention three years for this reason, that we in our system put in the 
individual file of each taxpayer the tax returns for the past three years. Our 
system is to take out the fourth year’s return and put it in the cellar, because 
when you get as high as two and a half million returns each year, they require — 
a great deal of floor space and considerable cabinet and drawer space and 
cannot be readily referred to in that way. It is. necessary to take the fourth 
year’s return out and put in the incoming return in first place; that. leaves 
always three returns on the file. In this suggested system we would have at — 
least to keep five years returns for the farmers and probably six. That would 
require a great increase in floor space, for cabinet and records. 

I refer again to our three-year scheme because that is the way we handle 
our present affairs to keep our files reasonably clear. That again, Mr. Chair- 
man, is an answer to the question, would it be more difficult from an adminis- 
trative standpoint. The answer is definitely yes. 

Hon. Mr. Crerar: There is another point, Mr. Chairman, if I may ask 
Mr. Elhiott— fi 

The CHAIRMAN: It is Open for discussion. | 

Mr. Exuiotr: I can see, Senator Crerar, that I made a mistake in coming 
into this meeting, | 

The CuHarrMAN: We want you. here as much as possible. 

Hon. Mr. Crerar: We are trying to explore what is a very difficult - 
problem. ! . 

Mr. Evuiotr: Yes, I agree with you. 


Hon. Mr. Crerar: It is probably more difficult than any other form of 
taxation. May I cite a practical illustration. I know of my personal knowledge 
of a farmer, a wheat grower out on the Prairie who had four crop failures in 
succession, and his taxes got behind. ; 


Mr. Euutorr: If he had failures there would be no taxes. 


Hon. Mr. Crerar: I am using this for the moment merely as an illustration. . 
In the fifth year that farmer might have forty bushels of wheat to the acre 
and he might sell at a net price of $1 per bushel. In that year he would make 
a very substantial profit. Now, if you do not average that over four years, are 
you not doing him an injustice? | 

Mr. Exuiorr: Well, I will tell you a story first, Senator, and then I will » 
have to answer your last question by saying that there is a great deal of equity 
in giving the farmer some consideration for his four years’ losses against his ° 


one year bumper crop and bumper prices. The story is that years ago we had 


a chap in the west who would not file a return. We kept after him and five 
years went by. Finally he apparently became apprehensive as to what powers 
we might be able to exercise, so he wrote a letter, which I think is the most 
literary document I have ever read. The man spoke from the heart. He said: 
“Dear Sir, you want an income tax return from me. Well, in the first year 
I was burned out; in the second year I was eaten out; in the third year I was 
flooded out; in the fourth year I was frosted out; and in the fifth year, which is © 
the present one, God knows, may be.” We looked at that letter in a practical 
way and said: “There is a five years’ return in one. Do not bother him any 
more.” I have really answered your question as to why he should not have 
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- more averaging. It has already been taken care of in some degree. That is, 


we take his losses one year back and charge them against the forty-bushel 


-erop sold at a good price. 


Hon. Mr. AsgytTinn: But take a case where the farmer breaks even for 
four years and then has a good crop. That happens frequently in the wheat- 
growing area. 


Mr. Exuiorr: One fault of the averaging is that you are moving your 


| breaking point in from the profit and loss statement up into the exemptions to 


which he was entitled over those five years. He could accumulate his exemp- 
tions and charge them, all in one sum against the profit of the fifth year. That 
is a brand new idea and I doubt if it would be acceptable. 

The CuHatrMan: Why would that not apply just as well to any other line 
of business? 

Mr. Exurorr: Well, it could, I suppose. If a man had ten children he 
would be entitled to fairly high exemptions, and if he did not earn enough to 
make him taxable for a number of years, then one year when he did earn a 
taxable income he could accumulate his exemptions for the last four or five 


_years. That could be carried on to.a degree where the Crown would not get 


anything out of it at all. The idea of taxation, of course, is to bring in revenue. 

Hon. Mr. Crerar: Take again the iatatiod I gave, a man having four 
crop. failures and in the fifth year making a profit, say $5,000. For three years 
before, let us say, he has been unable to pay the interest on the mortgage on 
his farm, and he may have got a few years behind in taxes. Can he. charge those 
payments as an expense up against the $5,000? 

Mr. Exuiorr: No. He can charge the interest and the taxes only for the year 
in which he made the profit. 

The CuHatrMan: That is true of everybody else. 

Hon. Mr. Davies: May I ask with regard to a dispersal sale? What 
happens if a farmer sells his business as a going concern? If a grocer or hard- 
ware man sells out his ‘business as a going concern, what he gets for the business 
is treated as capital. But if a farmer sells his business as a going concern, is 
the livestock on his farm treated as capital for income tax purposes or not? 

Mr. Exuiorr: I suppose, Mr. Chairman, I am again elected to answer the 
question. You were in error in part of your statement, Senator, with regard to 
a hardware man. We frequently have the problem of a hardware man who 
sells out his business lock, stock and barrel. If he has an inventory—which 
he will have, because he is a going concern—he must show the profit which 
accrues to him by selling that inventory. That is an income profit. The price 
he got for the location, his goodwill, his name, his buildings, his machinery 


thd 


and his equipment, is capital. Of course the question that comes immediately - 


to mind is: if it be a lump sum sale how do you determine how much applies 
to inventory and how much to capital? That is a matter which you must 
adjust. But you will usually find that when a man buys a business he asks for 
an inventory. Then you say to the man who sold out, “Well, now, if you had 


‘sold those articles in the normal way, your normal profit would have been 25 


or 30 per cent, whatever it is.’ We are forced:to make a split of the total 

amount received into so much for revenue and so much for capital. Instead 

of selling his goods piecemeal, he has sold them en bloc. The profit when he 

sells en bloc is usually not as high as when he sells piecemeal. You have got 

to think about the purchaser, who will have to make something on that inventory. 
Hon. Mr. Davins: What happens to the farmer? 


Mr. Exuiorr: The farmer has cattle. That is his inventory. His land, 
buildings, and equipment are capital. When a farmer sells en bloc, everything 
that I said about the hardware merchant would apply to the farmer. What 
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would he make on those cattle if he sold them in the usual way? If it were 
on a cash basis, you would have to put the price on the cattle and say that 
is his income. 

Hon. Mr. Horner: Would not a certain number of the farmer’s cattle be 
taken as capital? 

Mr. Exuiorr: No, because generally they are on a cash basis. Senator 
Crerar a little while ago made that comment, I think. At any rate, that is 
correct. Most farmers are on a cash basis. They like that best, we have found, 
up to the point where they make an en bloc sale. 

Hon. Mr. McRag: Mr. Elliott, I would like to ask a question about the 
hardware merchant. If he sells his real property and goodwill, that is capital. 
As to his inventory, that is probably sold at less than cost, as so much on the 
dollar. Seldom if ever is a profit made on the inventory. Would the hardware 
merchant be lable for taxes if he sold his inventory at actual cost and made 
no profit? 

Mr. Exuiorr: No, if he made no profit. If the deal were that the purchaser 
agreed to pay the cost of the inventory and no more, and the papers are so 
drawn up, we are not going to say there was any profit. 

The Cuairman: That inventory then would be capital? 

Mr. Exuiorr: No, not quite. It is not capital; it is still inventory, but it 
was sold without profit. 


The CHarrman: But inventory can be part of his capital, surely. 


Mr. Exxiorr: Well, now you are going into the larger sense, that what a 
man owns is his capital. The answer is “Yes,” but not in an income tax sense. 

Hon. Mr. Lampert: Mr. Chairman, I would like to ask the witness, Mr. 
Hannam, a question regarding wartime depreciation, with which he deals on 
page three of his brief. Is there any accurate data that would give one an 
idea of what expansion of plant there has been in connection with the increase 
in hog production as a result of the war? 

Mr. Hannam: No, we have not any accurate information om that. It 
would be very difficult to get it. But a few years from now we will likely find 
ghost buildings all over Canada which were set up for poultry or hogs. 

Hon. Mr. Lamperr: I think the point you have raised is a very important 
one. Alberta within a very short time became the largest hog-producing province. 
I have the impression that the extension of plant involved in that increase 
represents a relatively small item, when you take all factors into consideration— 
the facility with which the hog population reproduces itself, for one thing, and 
the climatic conditions in Alberta, as compared with that of other parts of the 
country. I think the argument for wartime depreciation should be based on a 
more accurate statement. 

Mr. Hannam: It might be difficult to get a more accurate statement for 
hog production. But perhaps a statement on poultry production— 

Hon. Mr. Lampert: That would be easier to get, I should think. 


Mr. Hannam: Yes. We are not thinking of what might have been the 
normal expansion on any farm. The fact is that we did have wartime expansion 
for a few years, and if buildings and equipment acquired for wartime expansion 
are going to be discarded, the farmer is entitled to accelerated depreciation. We 
know that heavy depreciation—as much as 50 per cent in some cases—has been 
allowed on wartime buildings that are going to be discarded. Well, the farmer 
has never received any consideration of that kind as yet. 

Hon. Mr. Lambert: I think it should be made clear that the reason for 
that is not the refusal of the authorities to give such consideration, but the 
impossibility of getting agriculture placed on a basic on which depreciation 
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could be calculated, as in any other industry. I think it is up to the farmers’ 
organizations to attend to this. I am speaking now from experience acquired 


_ in an attempt to put farmers on a proper basis in this regard about twenty-five 


years ago. 

The CHairmMan: In order to give every member of the Committee an 
opportunity to ask questions, I propose to call the name of each member 
proceeding from left to right. Have you any questions, Senator Sinclair? 

Hon. Mr. Sincuair: No. 

The CuHairMAN: Senator Hayden? 

Hon. Mr. Haypen: No. 

The CHatrMAN: Senator Buchanan? 

Hon. Mr. Bucnanan: Mr. Hannam, would you put the expanded buildings 
and equipment on farms in the same category as annexes and other additions 
to elevators that were made necessary during the war years? 

Mr. Hannam: Certainly not all increases. I would say that a great deal 
of expansion in farm buildings must be considered as normal expansion. But 
when we can show that certain expansion was definitely wartime expansion, why 
should there be any difference between agriculture and industry? 

Hon. Mr, Lamprrr: I think it is a question of your basis. 

Hon. Mr. Bucuanan: When you speak of dispersal sales of livestock, are 
you thinking of farmers’ livestock only or are you including ranches in this brief? 

Mr. Hannam: I think that a large ranch is likely to be on an inventory 
basis? Is that not so, that it would likely ‘be already on an inventory accrual 
basis? 

Hon. Mr. Crerar: Not all. 

Mr. Hannam: If they are large businesses the probability is that they are 
on that basis. If they are not, this basic herd plan could apply to them. 

Hon. Mr. BucHanan: The Western Livestock Association was proposing 
very much the same thing as you are. I want to know whether you are thinking 
only of the farmers or whether you are including the ranchers. 

Mr. Hannam: We think it is a fairly satisfactory plan for handling 
inventory, using the numbers of the basic herd rather than the value as you do 
in a business inventory. We see no reason why it should not be worked out 
for the rancher as well as for the livestock farmer. 

The CuarrMAn: Senator Crerar? 

Hon. Mr. Crerar: Am I right in assuming that in the preparation of this 
brief you have had in mind the average farmer rather than the specialized 
farmer? 

Mr Hannam: Right. 


Hon. Mr. Crerar: How many of what might be termed the average 


~farmer—that is the fellow who grows some grain and sells some hogs and some 
cattle each year, and perhaps a little butter and cream—how many farmers like 


that do you think take off what could be described as a proper balance sheet each 
year? 


Mr. Hannam: A very small percentage. 

Hon. Mr. Crerar: I should think, not one in ten thousand. 
Hon. Mr. Aseutine: Oh! 

Hon. Mr. Crerar: I am correct. 


Mr. Hannan: As a guess I should think it would be higher than that. 
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Hon. Mr. Crerar: I mean, where they take off a balance sheet, showing 
additional capital, whether that be the putting up of a fence or breaking of new 
land, or anything like that. 

Mr. Hannam: Do you mean on an inventory basis? 

Hon. Mr. Crerar: On a proper balance sheet basis. 

Mr. Hannam: Then probably your figure may be about right. 

Hon. Mr. Crerar: I want to ask a question about the hired man on the farm. 
He should, of course, pay his proper share of taxes the same as everyone else. 
If I may make an observation as an aside, I think everyone should be treated 
equally before the law, and that everyone who is liable should pay his proper 
share of taxes whether he be a farmer or a labourer or anyone else. But there 
are great difficulties in the way of getting at the farm labourer. Do you think 
it would be practicable to make a deduction off the labourer’s wages and 
send that to the Receiver General every month or every three months, whenever 
the wages are paid? If that were done the hired man could of course claim 
a refund if his tax was overpaid, 

Hon. Mr. ASELTINE: That is the law. That is what is done now. 

Hon. Mr. Crerar: I take it that you are objecting to that, Mr. Hannam? - 

Mr. Hannam: It has not worked out, Senator Crerar; it just is not 
working. Pay 

Hon. Mr. Crerar: It does not work out, perhaps, for one of the reasons 
you have stated, that if there is a farmer who legitimately tries to observe that — 
law the hired man may say, “If you are going to take that amount off my wages 
each month, I will not work for you,” and he will leave and go to work for 
somebody else. 

Hon. Mr. ASELTINE: There is a row every time the farmer does it. 

Hon. Mr. Crerar: Is that the practical objection? 

Mr. HAnNAM: Yes. 

Hon. Mr. Crerar: Are there any’others? 


Mr. Hannam: Another objection is that a large percentage of farmers 
do not know how to make out income tax returns. If they can be personally 
helped to do it once or twice they are all right. But most of us who have a 
better chance than the average farmer has to learn how to fill out income tax 
returns, know that it is not a simple matter. With a mixed farm it is parti- 
cularly difficult; the farmer does not know where to begin, he does not know 
where he is at. If deductions were made for the hired man’s tax, that would 
be a further complication. 


Hon. Mr. Crerar: I think there is still another consideration, that whether 
we like it or not, farm workers as a group are the lowest paid in our society. 


Mr. Hannam: Usually. 
Hon. Mr. Crerar: And the least efficient. 


Mr. Hannam: Yes, very many of them; but they are the lowest paid group- 
im our society. I think they have the least amenities. of life of any group. 


Hon. Mr.’ Haic: Hear, hear. 


Mr. Hannam: Actually we would not be giving them any preference so far 
as I can see if we forgot about them altogether in regard to tax deductions. 


Hon. Mr. Davies: You are speaking of farm labourers? 
Mr. Hannam: Yes. 


Hon. Mr. Bencu: Would it not be better to improve the situation and see 
that they get a higher wage return? 
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Mr. Hannam: We would nes Be be delighted with that. That is one of 
the real purposes of the Canadian Federation of Agriculture and the organization 
of farmers to put their industry on the basis where it ought to be. 


The CuHatrMan: As a matter of practical information, do farm labourers 
pay any income tax, Mr. Elliott? 
Mr. Exuuiorr: If they are taxable, yes. 

The CuarrMan: Are they taxable as a general rule? 

Mr. Exutotr: They are, certainly. 

The Cuamman: I think Mr. Hannam is right in saying that no farm 
labourers pay any income tax. 

Hon. Mr. ASELTINE: Some of them engage in seasonal work: they are on 
the farm during harvest time, in the woods during the winter, and at some other 
place in the spring. Their total earnings bring them within the income tax 
bracket. if they are single men. | | 

Hon. Mr. Crerar: Going back to the years prior to the war, say before 
1939, could you give us any idea of the average wage for farm labourers? 

Mr. Hannam: I cannot give it to you offhand, Mr. Crerar, but those figures 
are available. Their wages were very low. In the years before the war $30, 
$40 and $50 a month was the general wage. 

Hon. Mr. Haypen: Plus living. 

Mr. HannaM: Yes, plus board. 

Hon. Mr. Hatc: But that was only seasonal. 

Mr. Hannam: I suppose the greater part of them were engaged on seasonal 


| cee but some of them worked the year round. 


Hon. Mr. Crerar: My recollection is that the labourer who hired on the 
farm the year round would not average more than $30 a month. 

Hon. Mr. McRaz: In British Columbia the average is $35 the year round. 

Hon. Mr. Farris: And board. 

Hon. Mr.’ McRaz: ‘Yes. 

Mr. Hannam: The figures are available from the Bureau of Statistics. 

The Cuarrman: Any other questions, Senator Crerar? 

Hon. Mr. Crerar: No. 

The CHarrMAN: Senator Haig? 

Hon. Mr. Hare: No. 

The CHAIRMAN: Senator Aseltine? 

Hon. Mr. Aseurinn: Yes. I have a question on something that does not 
appear in the brief. I should like to know whether the federation has considered 
any other method of taxing farmers, such as a production tax. As you know, we 
have the Prairie Farmers Assistance Act, which works out very satisfactorily. 
Each farmer when he sells a load of wheat has 1 per cent deducted at the source, 
and that is remitted to the Department. It seems to me it would solve the whole 
question if every farmer when he sells a load of wheat, or some cattle or hogs, 
or anything else, had a certain percentage of the proceeds deducted at the 
source and remitted to the Department. If we have an agricultural income of a 
billion dollars a year, and 5 per cent of that was deducted at the time of its 
receipt, far more income tax would be collected from the farm industry than is 
collected at the present time. 

The CHarrMAN: A sort of sales tax. 

Hon. Mr. Asentine: A production tax. 
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Mr. Hannam: No doubt we would collect a great deal more tax, but we 
would be collecting tax from large numbers that have no right to be taxed on 
the income tax basis. We think the income tax is one of the most equitable 
taxes, because it is collected from people who have the ability to pay. But we 
do not want to tax single or married citizens up to the amount of their present 
exemption. The State does not wish to take away purchasing power from them 
below those low exemptions. That is the objection to a turnover tax. 

Hon. Mr. Aseuttne: At the end of the year every farmer would file his 
income tax return, which he does not do at the present time. If he had not had 
his exemption, he would get a refund from the Department. I believe that the 
farmers of Saskatchewan pay most of the income tax for all the farmers of 
Canada. 

Hon. Mr. Hate: They do. 


Hon. Mr. AsevTine: From a return brought down to the House it appears 
that most of the farm taxes were paid in the Rosetown district. 

Hon. Mr. Hate: Mr. Elliott, can you give us figures by provinces of what 
the farmers of Canada paid in income tax last year? 

Mr. Exxiorr: I do not remember what the farmers paid, but certainly we 
can produce the statistics. We shall be glad to file a statement. 

Hon. Mr. Hata:, Thank you. 

The CHairMan: Senator Campbell? 

Hon. Mr. Camppetit: Mr. Hannam, under the paragraph headed “Dispersal 
sales of livestock” you refer to the uncertainties arising from the regulations 
passed under the Act. What specifically have you in mind there? 

Mr. Hannam: I had in mind what happens when a man has a dispersal 
sale. All the receipts from his sale is cash income of this year, and under the 
Act that is all taxable. In practice the farmer does not pay on all of it, because 
he goes to his Inspector of Income Tax, and that inspector makes an adjustment. 
He follows some plan which is due to the instructions he receives from his 
Department as administered by Mr. Elliott and his men. He sits down with the 
farmer and says, “All right, so much of this will be capital and so much will be 
income.” But our point is that different inspectors may do it in different ways. ° 
The other point is that the farmer is liable for the whole of it. He knows that 
when he goes to negotiate, so he must accept what is given him. If the re- | 
gulations are uniform, but the inspectors do not apply them uniformly, then 
the results can be very unfair. We think part of the sale of his livestock is 
rightly capital, and part is\income; but that should be established in the Act. 

Hon. Mr. Campseiu: .You say in practice certain relief is given to farmers 
who make representations to the Income Tax Inspectors, but you think there 
should be some plan which would make that practice uniform? 

Mr. Hannam: Right. 

Hon. Mr. Camppeiu: In pursuance of the law. 

Mr. Hannam: Right. 


Hon. Mr. Camppeii: That would necessitate, I suppose, the establishment 
of what you term a basic herd plan, and you refer to it in your ‘brief. Have 
you a copy of the plan, or would there be a copy available for filing? 

Mr. Hannam: We could have a supplementary statement filed to show 
the working of that plan. 


Hon. Mr. Camppetit: You say on page 3 of the brief, “A plan has been 
presented to the Minister of Finance, which might be termed the ‘basic herd’ 
plan.” Is that memorandum in writing? 


Mr. Hannam: Yes, that has been presented to Mr. Isley. 
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Hon. Mr. Campsetu: That is available? 

Mr. Hannam: Right. 

Hon Mr. Campspeiu: I am suggesting to you that it might be helpful if that 
were filed as part of your evidence here. 

Mr. HannAam: I am sure we can get that. 

The Cuatrman: Will you do that, Mr. Hannam? 

Mr. Hannam: Yes, I will. : 

Hon. Mr. Campsetu: That would necessitate the establishment of an 
inventory basis, would it not? 

Mr. Hannam: It does. 


Hon. Mr. Campspeti: Then you refer to the increase in value as that basic 
herd is added to. 

Mr. Hannam: Increased in numbers. 

Hon. Mr. Hannam: Yes. In other words, assuming that a farmer started 
with a basic herd of fifty, and he added ten heifers the first year, he could elect 
to pay a tax on the market value of those heifers? 

Mr. HAannam: Yes. 

Hon. Mr. CaAmpspeuu: Is that readily determined? 

Mr. Hannam: I think it would not be difficult. There is a fairly standard 
rate from year to year. 

Hon. Mr. Campseuu:. So it would be on a yearly basis, say, at a certain 
value? 

Mr. Hannam: Right. 

Hon. Mr. Camppeti: He would treat that as income in that year? 

Mr. Hannam: Yes. 

Hon. Mr. Camppriu: Therefore his cattle would increase to the extent of 
adding those ten heifers to his fifty and making them sixty. 

Mr. Hannam: Yes, from that time his basic herd is sixty rather than fifty. 

Hon. Mr. Campretu: Could you say from investigations you have made 
whether that would be an acceptable plan to the average farmer? 

Mr. Hannam: I believe it would be acceptable. 

Hon. Mr. Bencu: They would have to keep books. 

Hon Mr. CaAmMpseLu: Farmers are mostly on a cash basis to-day as against 
an inventory basis. 

Mr. Hannam: The inventory basis is very much more difficult. 

Hon. Mr. Camppeti: Your suggestion is that the plan would simplify 
matters? 

Mr. Hannam: Yes. This basic herd is simply the idea of breeding stock 
which could be used on a cash basis. It. would be applied and the farmer could 
go on making his return on the cash basis. 

Hon. Mr. Campseuu: Is not that the practice followed in the United States? 

Mr. Hannam: No. 

Hon. Mr. Camppetu: Are they not permitted there to add to their herds 
annually and pay tax? 

Mr. Hannam: I cannot say; perhaps Mr. Elliott can. 

The CHAIRMAN: Anything further, Senator Campbell? 

Hon. Mr. Camppeiu: No. 

The CHarrMAN: Senator McRae? 
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Hon. Mr. McRage: Mr. Hannam, referring to the second section of your 
brief, headed “Deductions of tax from farm workers’ wages”, I am entirely in 


agreement with that paragraph. I have had experience identical with what. 
you report. Could you give the committee an estimate of what percentage of- 


farm labourers have had their tax deducted at source? That would be a guess, 
but I should like to have it. : 

Hon. Mr. Hatc: I think it would be a pretty wild guess. 

Hon. Mr. McRar: No. I know of only two in the province of British 
Columbia. I believe in every man paying his own tax, but on occasion I have 
had to advance wages to pretty well offset the tax. I think Mr. Hannam can 
cive me a guess—and it will not be a wild guess either, as to how many farmers 
have made returns for deductions of income tax from their employees, what 
percentage of them? 


Mr. Hannam: If you insist that I make a guess—I might say first of all, » 


it seems to me I have run a cross fifty farmers in Ontario who do make deduc- 
tions; that is personal. 

Hon. Mr. AseutIne: Do they file those four returns, or just show them on 
the blue form? 

Mr. Hannam: No, they just show it on the blue form. But if you want: me 
to guess what the percentage would be, I would be prepared to put it at a half 
of one per cent. That is just a guess. 

Hon. Mr. McRazn: That is the reason that so far the Act has failed very 
seriously. It does not seem to me that the returns from it are sufficient. Now, 
with respect to form T.D.1, I think that is required to be filed monthly, is it 
not? I wonder if it could not be simplified by providing for an annual return 
by the farmer of what he has paid for wages and to whom during the year. 
Would not that annual return be sufficient instead of a monthly return? 

Mr. Hannam: I do not know what the policy of the Department is, but 
it is my impression that the Income Tax Department does accept an annual 
return In many cases. 

Hon. Mr. McRag: They demand it in the form of monthly returns, as 
I remember. 


Mr. Hannam: It is My impression that they accept an annual statement. 
The Cuatrman: Mr. Elliott could tell us that, I should think. 
Mr. Exutorr: I shall be very happy to file the information. Farmers who 


have employees pay them on a monthly basis, and then they must deduct — 


according to the table of tax deductions the appropriate amount having 
regard to the material status and so on and the wage paid. The table of tax 
deductions will show what should be deducted. The farmer who deducts that 
amount will send it to us within one week of its deduction. If the employee 
is taxable, that plan is highly desirable, because the very name of the employee 
the farmer pays is on record. The table of tax deductions in the main only 
requires the deduction because the man is paid at a rate which, if continued 
through the year, would make him taxable. At the end of the year the 
farmer must make a statement of all wages he has paid and’ the amount 
deducted, just the same as anybody else who is an employer, and that the 
money has been transmitted to the Receiver General of Canada. We get the 


names of the persons from whom the deductions were made, in order. that 
we may credit to those employees, when they file their returns, the amount 


paid by their employers on their behalf. The farmer must file his own mcome 
tax return. In making up his net income, naturally he shows the wages he 
has paid. That would tie in also with his annual statement of amounts deducted 
from his various employees. 
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Hon. Mr. McRas: You must have a great many refunds of those de- 
ductions, because many farm employees do not earn to the extent of $1,200 


a year. 


Mr. Euiiorr: That is why in my evidence I stated there were so many 


refunds in a year. That includes farmers and all kinds of workers that have 


suffered tax deductions, but annually they are not in receipt of enough to 


make them taxable at the end of the year. Those deductions, as honourable 


members will recall, were a little over a million a year. 


Hon. Mr. McRan: To make this a little more workable, have you such 
a thing as a standard cash book for farmers in which to keep their cash 


‘accounts? If there is not such a book it seems to me it would be very easy 


to prepare a cash book and to have printed on the covers the tax exemptions 


and that sort of thing, so the farmer would have a record from ‘year to year. 


Mr. Hannam: There are half a dozen of such books available. They are 
very simple books. The Department of Agriculture has one. Those books 
are available. It is not a case of a simplified book not being available. The 
trouble is that it is not the habit of farmers to keep track of every sale and 
every purchase. As yet the average farmer has not made a practice of doing 
that. | 


Hon. Mr. McRag: That is true. It would be a very simple matter to do 
that. 


Mr. Hannam: Yes, and it would be better if he would. 


Hon. Mr. McRat: Is that because the farmer does not wish to pay the 
dime or twenty-five cents for the book? 


Mr. Hannam:. No. 


Hon. Mr. McRau: I have one further question to ask Mr. Hannam: Mr. 
Elliott. explained to us why it was more difficult and inconvenient for the 


Department to work on more than a three-year period. Did you not suggest 


four years? I think the question of five years came out during the discussion. 


Mr. Hannam: This plan that has been submitted to Mr. Ilsley for a 
moving average is on a five-year basis. 


Hon. Mr. McRat: That is a moving average. 
Mr. Hannam: Our Canadian Federation previously asked for a four-year 


Hon. Mr. McRar: A four-vear period would be satisfactory. 

Mr. Hanna: Yes. 

Hon. Mr. McRaz: Would .that period be movable back and forth, and 
how far? Ae 

Mr. Hannam: We mentioned this one plan that had been proposed. to 
Mr. Ilsley, but we did not say that we endorsed it. We said this is an indication 
of what can be done. Perhaps it is too complicated. If that is so, no doubt 
a simpler form could be discovered. But in the case of the plan we mentioned it 


was a moving average. 


Hon. Mr. McRaz: Could you give the committee a copy of that plan? 
Hon. Mr. Haig: He has promised that. 


j 


Mr. Hannam: ‘The plan was on the basic herd; yes, we can supply the 


plan. The point I wish to make clear, however, is that a Canadian Federation 


of Agriculture is not putting the scheme forward; we have not endorsed it, 
we are not putting it forward as the plan to be adopted. 
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Hon. Mr. Bencu: If I may, Mr. Hannam, I should like a little help from 
you on item No. 1 in your brief. The proposal is that the income of farmers 
for income tax purposes be averaged over a period of four years. First of all, 
may I ask if that proposal contemplates a cycle in which the first three years 
are losses and the fourth year is a profit year? 

Mr. Hannam: No, not at all. A moving average would apply equitably 
whether there are gains or losses. 

Hon. Mr. Bencu: The conditions in which it would be most helpful, may 
I say, would be in such a cycle in which the first three years were loss years 
and the fourth a profit year? 

Mr. Hannam: It would be more helpful. 

Hon. Mr. Bencu: It would be most helpful. 

Mr. Hannam: Yes. 

Hon. Mr. Bencu: I assume you are familiar with the provisions of Section | 
5, Subsection 1, paragraph (p) of the Income War Tax Act which provides that: 

“Income” as hereinbefore defined shall for the purpose of this 
Act be subject to the following exemptions and deductions:— 

Business losses including farm losses (p) amounts in respect to 
losses sustained in the three years immediately preceding and the year 
immediately following the taxation year. 

The provision of course is subject to certain limitations. 

I am wondering why that provision, which is really a provision to allow 
one to average out losses against profits over a period of five years, does not 
really meet the situation. . 

Mr. Hannam: That is a measure of what we are asking, and we do 
appreciate that provision. As I mentioned before, the farmer is not allowed to 
charge any wages for his services. He and his family must have worked all year 
for nothing before he goes in the red. 

Hon. Mr. Bencu: Frankly, I do not see how this has any bearing on this 
proposal at all. I would rather regard that as a suggestion that the Act should 
contain some provision that the farmer himself should be permitted an allow- 
ance for his own wages, which amount would be deductable from the taxable 
income, or from his income. 

Mr. Hannam: If that were done, this proposal of carrying forward the 
losses would be much more beneficial to the farmer. 

Hon. Mr. Bencu: In other words, if the Act contained a provision that 
the farmer be allowed a salary, according to his standards, he should be per- 
mitted to deduct that from his farm income for the purposes of determining 
what in his taxable income. The existing provisions of Section 5, subsection 1, 
paragraph (p) already meets the situation that you have in contemplation. 

Hon. Mr. Camppetu: Then he turns around and adds the income to his farm 
income, and he is back in the same place. 


Hon. Mr. Hac: But he does not pay any taxes on that. 
Hon. Mr, Campsetu: He has had his wages out of the same pocket. 


Hon. Mr. Bencu: Will you please clear up this proposal for the averag- 
ing of income over a four year period, as opposed to the provision which is 
already contained in the Act. 

Mr. Hannam: Permit me to answer it in this way. Where the farmer 
has a severe loss in one year, or where he has two or three years of serious 
losses and is allowed to carry those forward into the good year; that provision 
is very very helpful to him. However, it does not get away from the funda- 
mental contention that we made in this paragraph, and that is where the farmer 
has a variable income over ‘a period of five years, equal to we will say $10,000, 
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and compare him with a wage earner with an income of $2,000 every year for 
five years, you will find the farmer pays about double the income tax. In dis- 
cussion with two of the senior members of the department on one occasion 
we worked out a case on that basis, and it came out that the farmer with 
the variable income paid more than 50 per cent above the man on the stable 
salary. 

Hon. Mr. Bencu: I do not understand why that is so, but I gather you 
are suggesting that is because the farmer is not entitled to charge against his 
farm income as such any salary that represents the labour he has put into the 
production of that income. 

Mr. Hannam: And there is no salary for his wife either. 

Hon. Mr. Bencu: Will you tell me in what sense he is different from a 
surgeon who earns his living by opening up abdomens? 

Hon. Mr. Hata: His income average is very much greater. 

Hon. Mr. Farris: He has as many abdomens to operate upon in one year 
as another. 

Hon. Mr. Bencu: The point is, a surgeon has no permanent annual income 
except his professional income. 

Mr. Hannam: I would say there is quite a difference between the income 
group that a surgeon is in and the one in which the farmer is, and I think that 
has a lot to do with it. 

Hon. Mr. Bencu: I can think of a good many: surgeons who would dispute 
that attitude. But, as has been pointed out to my left, that does not answer 
my question. 

Hon. Mr. Hata: Senator Bench, will you let me give you an illustration. 
A farmer has a property that he has operated for four years and has just broken 
even. In the fifth year he has a profit of $10,000. Under the existing law he 
takes $1,200 off his $10,000 and pays taxes on his $8,800. 

Hon. Mr. Bencu: That is a most unfavourable or favourable position in 
which the farmer can find himself, depending on what view one takes. 

Hon. Mr. Hata: Supposing I am a clerk in a store, and I make $2,000 a 
year, that is $10,000 in the same five-year period. I take off my $1,200 exemp- 
tion and pay taxes on $800 for the five years. The farmer pays. taxes on the 
$8,800 and pays a lot more taxes than I do. 

Hon. Mr. Aseitine: That happens frequently in the wheat-growing country. 

Hon. Mr. Hata: It happens all the time. 

Hon. Mr. Bencu: I suggest to Mr. Hannam.that. what he is really seeking 
is some amendment to this legislation to permit the farmers to charge up against 
farm income some salary representing the labour which he puts into his produce. 

Hon. Mr. Hate: It is not salary; it is exemptions. 

Hon. Mr. Farris: Will vou explain why the section that Senator Bench 
mentioned does not cover that situation? 

' Hon. Mr. Hate: Here is the difference: if there was a loss in that period, 
you could charge it up, but my proposition is that the farmer is breaking even 
for four years. 

Hon. Mr. Bencn: Not if he is permitted to charge up salaries. 

Hon. Mr. Hata: Leave salary off; get it out of your mind entirely. 

Hon. Mr. Bencn: You want to have your cake and eat it too. 

Hon. Mr. Hata: No, I do not. I am saying that for four years the farmer 
broke even—he just got his living—then in the fifth year he made a net profit of 
$10,000. From that $10,000 he can deduct $1,200, and then he is obliged to pay 
income tax on the $8,800 in that one year. Say a young man in my office is 
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getting $2,000 a year, he is obliged to pay income tax on $800 each year for 
five years. That young man has. made the same amount as the farmer, $10,000, 
but the farmer has to pay a lot more money in income tax. 

Hon. Mr. Davies: But the farmer has had his living at the same time. — 

Hon. Mr. Hate: That is added to income. 

Hon. Mr. Bencu: Mr. Hannam, let us take the example of Senator Haig 
and examine it for a moment. I do not wish to take too much time on this, and 
I feel I am already transgressing. The farmer breaks even for three years, and 
if he were entitled to charge up a salary against his farm income for those three 
years, it would have the result of his having a loss, would it not? 

Mr. Hannam: Yes. 

Hon. Mr. Bencu: If that situation actually obtained, the farmer would be 
able to carry those losses into the fourth year, under the section as it now 
stands, and deduct them from his then profits for the purposes of determining 
income tax. Is that correct? 

Mr. Hannam: Right. | 

Hon. Mr. Bencu: Similarly, if he breaks even, independent of his salary 
in the fifth year, but were permitted to charge his salary against income, he 
would be in the same position. I suggest to you, that what you are really seeking 
is some provision in this law which would permit the farmer to charge against 
his income, before taxing, a salary or wage representing the labour which went 
into the producing of his revenue. Is that correct? 

Mr. Hannam: That is another way of accomplishing the same thing. | 

Hon. Mr. Bencu: Having regard to the position in which the law now 
stands, is that the solution you are asking? 

Hon. Mr. Haic: He has not gone that far. 

Mr. Hannam: I am not going that far. The Income Tax .Department 
will say that if we put forward that proposition they will have to allow every 
individual operator in Canada, in farming or any other business, the opportunity 
of putting in his salary and saying what is his salary. 

Hon. Mr. Bencu: That is so, but I suggest that it should be extended to 
the profession I have mentioned, that of the surgeons, 

The Cuarrman: How about the lawyers? 

Hon. Mr. Bencu: I did not like to say that outright. 


Mr. Hannam: Take this present example before us: four years the farmer 
breaks even—I do not know just what you mean by, breaking even. 


Hon. Mr. Haic: No wages at all. 


Mr. Hannam: No wages at all. He certainly does not break even because 
you say he has no income at all for four years. 


Hon. Mr. Bencu: Let us take for.three years, because that is what the. 
Act now covers. . 


Mr., Hannam: All right, let us take three years. According to the inter- 
pretation of the Income Tax Act, we are prepared to allow a married man an 
exemption of $1,200; in other words, we will allow him $1,200 for his work. 


Hon. Mr. Bencu: You mean that is the effect? 


Mr. Hannam: That is the effect of it. At the same time in the city 
today the wife of a wage-earner can earn $660 without any tax. Jf you gave 
the farmer and the farmer’s wife $1,200 and $660 totalling $1,880 each year for. 
three years, which represents their loss and then put it against the good year, 
the farmer would be very well satisfied with that arrangement. 
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Hon. Mr. Bencu: I suggest that you are only saying what I thought you 
were saying. I do not wish to argue it any further. Just before we leave that 
particular subject do you propose that there should be credited against this $1,200 
and $660 exemptions of any amount covering the benefit takes off the land in 
the way of living expenses. 

Mr. Hannam: That is already provided for. 

-Hon. Mr. Bencu: There is one other question I wish to ask you under 
this heading. | , 

“Mr. Hannam: Pardon me, may I say that the produce that is consumed 
on the farms in the United States is not regarded as income. 

Hon. Mr. Bencu: In paragraph 2 of your item No.1 you say: 

One point we desire to emphasize particularly, it that the farmer who 
has an average taxable income of a certain figure over a period of years— 
with considerable variation in the taxable income from year to year—is 
required to pay a substantially higher total income tax over the period of 
years, than would a man with a fixed annual taxable income of the 
same figure during the same period of years. This is perhaps the most 
inequitable feature of the one-year accounting period for assessing farm 
income tax. . 

I suggest to you, Mr. Hannam, that in making that statement you had in 
mind the condition which has obtained in the last four or five years in which 
rates were on an increasing scale. 


Mr. Hannam: I would not say particularly. It is more severe when you 
have low exemptions and rapidly increasing rates in the higher brackets. 


Hon. Mr. Bencu: I.do not think that is a quite satisfactory answer to my 
question. Let me put it another way. Would this statement in paragraph 2 of 
item No. 1 in your brief apply in a period when the rates were decreasing 
annually, as we sincerely hope they will be? 


Mr. Hannam: It would still apply, but it would not be so severe. I am 
quite sure it would still apply. 


The CuarrMAn: Senator Leger? 

Hon. Mr. Leger: No question. 

The Cuatrman: Senator Lambert? 

Hon. Mr. Lampert: No question. ‘ 
The Cuairman: Senator Beauregard? 


Hon. Mr. Braurecarp: Is there any provision for deducting from the 
farmer’s taxable income the wages he pays to his wife and grown-up children? 


Mr. Hannam: No, there is no provision made for the farmer to pay his 
wife a salary and be able to claim it as a deduction. 


Hon. Mr. Beaurecarp: There is provision for deducting what he pays 


to his grown-up children? 


Mr. Hannam: Yes, if he actually pays over the money to them. 


Hon. Mr. Braurecarp: As a matter of experience do you know if any 
farmers do pay salaries to grown-up children? 


Hon, Mr. Asevtine: They can pay up to $400 including board and lodging. 
Mr. Hannam: I cannot say whether it is done. 


_ Hon. Mr. Beaurncarp: Do you know if the average farmer takes advantage 
of his rights to pay a salary to his grown-up children and deduct it from his 
income tax return? , 
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Mr. Hannam: Mr. Ellott could probably give you a better answer on 
that than I can. I do not think it is generally done, although I know it is done 
in some cases. The farmer not only has the right to pay his grown-up children a 
salary, but he can charge them board. 

Hon. Mr. Breaurncarp: If in your opinion that provision is not taken 
advantage of, can you give us the reason why that is so? 

Mr. Hannam: Largely because I believe a great many farmers do not 
know that they can do it. It is a more recent provision; it has only been per- 
mitted in recent years. 

Hon. Mr. AseLttineE: Would this not be the reason, that in a year where 
the farmer had a loss or not very much profit, he could not pay any salaries to 
his children? 

Mr. Hannam: That is one reason. 

Hon. Mr. Hata: ‘The real truth is that the farmer does not know about it. 

Hon. Mr. Asrettinr: In making up returns for farmers in the west 
my office makes the deduction of $400 if the farmer has the money to pay the 
wages. That amount includes board and lodging. That is, if $260 is deducted 
for board and lodging, he can then take off the balance of the $400 for wages. 

Hon. Mr. Beaurecarp: Do you consider that a farmer who has not paid 
salaries:-to his grown-up children is embodying those salaries in his own? 

Mr. Hannam: Yes, and he is paying the tax on that. 


Hon. Mr. Braurnpcarp: His income return would show the combined 
income of himself and of his children? 


Mr, HANNAM: Yes. 

The CHAIRMAN: Senator Farris? 

Hon. Mr. Farris: No question. 
Hon. Mr. Crerar: Mr. Chairman, may I ask another question? 
The CHairMaANn: All right. 


Hon. Mr. Crerar: A little earlier we were talking about the average 
farmer. Would you venture an opinion as to how many of them operate bank 
accounts, that is deposit money and pay by cheque. 


Mr. Hannam: I would think a very small minority, Senator Crerar. 


Mr. Chairman, may I call the attention of the Committee to a statement 
made by the Minister of Finance in his Budget speech on October 12? I 
imagine most of you have seen this. It is on page 1045 of the House of Com- 
mons Debates: | 

I have received strong representations in favour of a change in the 
law which would allow the acceptance of the average income over a 
period of years as the taxable income of farmers and fishermen whose 
incomes are subject to great variability’ on account of weather as well as 
markets. I have been impressed with the reasonableness of the requests, 
though hitherto the proposals made have involved collecting a tax from 
farmers and fishermen in bad years in which they might actually 
have had a loss. I am hopeful, however, that a solution can be found to. 
the problem and I am prepared to give the most sympathetic considera- 
tion to the inclusion of a provision of this sort in a revised income tax 
law. 


The CuairMaAn: That completes the questions by members of the Com- 
mittee. I might say that any other senators who are here but who are not 
members of the Committee are free to ask questions if they desire to do so. Are 
there any questions? There appear to be none. 
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Hon. Mr. Bucuanan: Mr. Chairman, I would like to clear up one point 
that I overlooked. In your brief, Mr. Hannam, you say that taxation authori- 
ties in both Great Britain and the United States have recognized the capital 
nature of breeding stock. Have you any further information on that general 
statement? 

Mr. Hannam: No, I am sorry I have no detailed information. 

Hon. Mr. Bucuanan: But you know it is the practice to recognize breed- 
ing stock as capital? 

Mr. Hannam: Yes; we have that information authoritatively. In any 
case, I suggest that information can be easily obtained. 

The CHatrMAN: Gentlemen, do you wish to. proceed further now? We 
have two other organizations to hear from. 

Hon. Mr. Hate: I suggest we adjourn until this afternoon. 

The CHarrMan: It was suggested the other day that perhaps we should 
have hearings between sessions, and in that case it would be advisable to have 
the quorum reduced. I have before me a motion, which reads as follows: 

That the Committee report to the Senate recommending :— 

1. That the quorum of the said Committee be reduced to five 
members. 

2. That the life of the Committee be continued and that it be 
authorized to hold meetings and hear witnesses during the recess of 
Parliament. 

3. That the Committee be authorized to adjourn from place to place. 

If that meets with the approval of the Committee, I would be glad to have 
someone move a motion. . 

Hon, Mr. Haicg: Mr. Chairman, Senator Vien is not here at present, but 
I would suggest that the amendment he made to the order of reference should 
be moved. 

The CuarrmMan: That is the motion to amend the order of reference by 
inserting, after the words “‘collection of taxes thereunder,” the words, “and the 
provisions of the said Acts by redrafting them, if necessary.” 

Hon. Mr. Haia: I held that up when it was suggested by Senator Vien. 
I will make that motion. 

The CuHarrMANn: I think that was a suggestion made by Mr. Elliott in the 
first place, but Senator Vien put it in the form of a motion. 

Hon. Mr. Hata: I held it up, and I would move it now. 

The motion was agreed to. 

Hon. Mr. Stncuair: What is the other motion? 

The motion was then read by the Clerk as follows: 

That the Committee report to the Senate recommending: 

1. That the quorum of the said Committee be reduced to five 
members. 

2. That the life of the Committee be continued and that it be 
authorized to hold meetings and hear witnesses during the recess of 
Parliament. 

3. That the Committee be authorized to adjourn from place to 
place. 

Hon. Mr. Sincuam: I think those last two recommendations are unnecessary, 
How are you going to meet during mid-winter? 

The Cuarrman: All the members of the Committee cannot attend, so* 
the proposal is to reduce the quorum. 
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Hon. Mr. Srncriarr: But the recommendation is to travel about from place 
to place. 

The CuatrrmMan: Why not have the authority, in case it is necessary? 

Hon. Mr. Haia: You might want to go to Montreal or Toronto, 

The CuarrMAn: Shall the motion carry? 

Some Hon. SENATORS: Carried. 

Hon. Mr. Stncuatr: Nay. 

The CuairMAn: We have two other organizations to hear to-day. Mr. 
Bengough is here to represent the Trades and Labour Congress; and Mr. Davies, 
to represent the National Life Assurance Company. The leader of the Govern- 
ment has just told me that there will be almost no business before the Senate 
this afternoon: So perhaps we could meet as soon as the Senate rises. 

Hon. Mr. Camppetyu: Mr. Chairman, there is a meeting called for five 
o’clock to deal with a matter of some urgency. 


Hon. Mr. LamBert: The Joint Committee on the flag question meets at 


four o’clock, | 
The CHarrMAN: Then perhaps we could meet at two o'clock. 
Hon. Mr. Hate: Carried. 


The Committee adjourned until 2 p.m. 


The Committee resumed at 2 o’clock. . 
The CuatrMaAn: Gentlemen, Mr. Davies, General Manager of the National 


Life Assurance Company of Canada, was supposed to appear. next, but he has. ° 
very kindly yielded priority to Mr. Bengough, President of the Trades and 


Labour Congress of Canada. Mr. Bengough. 


Mr. Percy R. BencoucH (President of the Trades and Labour Congress of 
Canada): Mr. Chairman and gentlemen, the Trades and Labour Congress of 


Canada representing 47 Trades and Labour Councils established in Canadian. 


cities and 2,286 locals of affiliated International, National, Provincial, and 
directly chartered unions throughout the Dominion, has made requests and 
recommendations to the Dominion Government dealmg with matters of re-estab- 
lishment, rehabilitation and reconversion, which, in our opinion, are necessary for 
the full employment of the citizens and the development of our country. We fully 
realize that those undertakings cannot be accomplished without the expenditure 
of Government funds. We believe direct taxation on incomes is the fairest 
method of raising the necessary moneys, for the reason it is in conformity with 
the ability of the citizen to pay. 

The last convention of the Trades and Labour Congress of Canada, held in 
Toronto in the Fall of 1944, recommended that the present exemption should 
be raised to $2,400 per year for married persons and $1,000 per year for single 
persons. It is our considered opinion that incomes below these amounts for the 
citizens specified are fully required in order to meet their financial obligations 
in maintaining themselves and their families in balance with present day 
standards of living in Canada, and therefore should not be taxable. 

Now that relief of taxation has been accorded to those participating in excess 
profits, it is natural to expect an increased resentment from those in the lower 
brackets to whom little consideration has been given. 


In view of the fact that the burden of taxation has now been lessened 
on those with the ability to carry it, we urge your consideration on behalf of 
, fe gone of Canada in the lower brackets now being taxed into a sub-standard 
of living. 
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The only other question that has been raised by our membership is that of 
consideration to exemption on dues paid into trade unions which are allocated 
to superannuation schemes, sick and mortuary benefits. Many affiliated 
organizations feel that the same provisions should be extended to those payments 
as are now allowed for charitable and other expenses. 


The CHatrMANn: I propose that we proceed in the same fashion as we did 
this morning. I will call first on Mr. Stikeman. 

Mr. StrkeMAN: Mr. Bengough, I do not believe I can put any questions to 
you on your statements on page 1, as they would appear to fall into the category 
described by our chairman at one of our earlier meetings as being questions of 
policy rather than questions for our consideration. However, on page 2 I 
note in the second paragraph you give some consideration to the allegation of 
payments in to trade union funds by way of superannuation schemes or plans. 
f should hke to ask you whether in your opinion the law as presently enacted in 
section 5 (1) (g), is not sufficiently wide in this connection, where it says: 

Income as hereinbefore defined shall for the purpose of this Act 
be subject to the following exemptions and deductions:— 

(g) in respect of amounts for superannuation or pension funds or 
plans approved by the Minister for the purposes of this paragraph 

(i) an amount not exceeding three hundred dollars in the taxation 
year, actually retained by the employer from the remuneration of the 
taxpayer for an employees’ superannuation or pension fund or plan in 
respect of services rendered in the taxation year or— 

And this is my point:— 

—paid by a taxpayer who is a member of a trade union as part of 
his union dues. 
In your estimation the law as now enacted is insufficient to cover the objections 
that you now raise? 

Mr, BencoucH: Well, it happens to be—in my estimation it is sufficient. 

Mr. Stikeman: It is sufficient? | 

Mr. BrenecoucH: That is in my opinion, yes. The question was raised, 
but frankly I am not presenting it very strongly, the number affected and the 
amount involved are very small. . 

Hon. Mr. Haypen: I might interject a question here. If you had a 
pension plan which was not a pure pension plan there is an income tax ruling 
at the present moment which would prevent you from claiming as a deduction 
any payment on that account. So that there may be more in what you have 
_ read from your brief than what you think yourself. You may have a practical 
difficulty there unless the ruling or the law is changed. 

Mr. BencouGcH: The trouble is it bulks in the dues paid. 

Hon. Mr. Haypen: It is not a question of the dues paid. If some part of 
the money is paid for a pension plan or superannuation benefit, but included 
in that plan or benefit are other elements of insurance, then the income tax 
people won’t recognize the payment as for a pension plan unless you prove the 
pension plan stands absolutely by itself. 

Hon. Mr. Farris: Is it not easy to split the payments in two? 

Hon. Mr. Haypen: It is not that; you would have to split the plan. 

Mr. StrkeMAN: In addition to Senator Hayden’s interjection, Mr, Ben- 
gough—which I think is very well taken—can it not be read into the question 
that you would like to see the present law extended to permit payments 
directly made for sick and mortuary benefits—payments which now would 
be excluded? 

Mr. Bencoueu: That is so. 
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Mr. StixemMan: In the last sentence of that paragraph you state: : 
Many affiliated organizations feel that the same provisions should be 
extended to those payments as are now allowed for charitable and other 

~ expenses. | 
What are your other organizations and what is meant by “other expenses’’? 

Mr. BencoucH: What I had in mind at the time was that in some lines 
of business there was relief given to funds paid into trade organizations, and 
we think trade union dues should have the same consideration. 

Mr. StrxpmMan: On the theory that the membership in a trade union would 
increase its productive capacity in the same way as membership in a trade 
organization? 

Mr: BENcoucH: Yes. , 

Mr. StikemAan: You state in the opening of that paragraph, that this 
is the only question which has been raised by your membership in addition to 
the other questions. Does this cover your entire points of difference in regard 
to the present tax structure? 

Mr. BencoucH: Yes, I think this covers all that is sufficient. 

Mr. StrkeMAN: That is very flattering. 


The CuarrmMan: We shall have to assume that we have everything in your 
brief. 


Mr. StikemAN: That is all my questions. 


Hon. Mr. Crerar: The recommendation in the second paragraph is that 
exemptions be raised to $2,400 for a married man and $1,000 for a single man. 
That would of course apply all across the board. 


Mr. BencoucH: Yes. 


Hon. Mr. Crerar: It is quite apparent that the demands on revenue are 
going to be very heavy in the future years, by reason of increased old age 
pensions, family allowances, interest on war debt and many other expenses of 
the Government. These items will, I should think, raise the revenue require- 
ments to at least three times what they were before the war. I think I am 
correct in saying that of the personal income tax collected in 1944 almost 
half of it came from individuals with'income under $3,000 a year. If the 
exemptions are raised in the way suggested here it will result in a very sub- 
stantial loss of revenue. Have you any suggestion as to how that might be 
made up? 


Mr. BencoucH: Our suggestion would be that you take it off the bottom 
and put it on the top. 

Hon. Mr. Crerar: You say, “put it on the top.” I have not the figures 
before me, but incomes in that bracket are very heavily taxed to-day. You 
referred to the excess profits tax, for instance, and suggested some reduction in 
them. Do you think the excess profits tax should be retained during the 
peace years? 

Mr. BencoucH: We think so, yes. 


Hon. Mr. Crerar: What effect would that have, Mr. Bengough, on employ- 
ment and on industrial development, on the ability and capacity of employers 
to expand their businesses and give more employment? 


Mr. BencoucH: I could not say. You suggest that it might cause heavy 
burdens on those‘in the higher brackets? 


Hon. Mr. Crerar: Yes. 


Mr. BencoucH: I would say the people in the lower brackets do not 
receive sufficient income, and it is relatively a heavier burden on them. 
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Hon. Mr. Crerar: Please understand me, I am not passing any judgment 
or opinion on the matter. I am simply trying to explore the whole problem, 
and it is a very difficult problem and will be more difficult in the future years. 


Hon. Mr. Farris: Mr. Chairman, are we going into the question of policy? 

The CHarrMan: We are not really supposed to. 

Hon. Mr. Crerar: Do my questions trench on the question of policy? 

Hon. Mr. Aseitine: The brief does. 

The CHAIRMAN: Yes, the brief itself does. 

Hon. Mr. Crerar: I was simply basing my questions on the representations 
in the brief. A further question I was going to ask Mr. Bengough is this 1h 
is agreed that taxes are a very disagreeable matter, but is it not a problem 
of finding out the starting point at which to tax individuals? It is my thought 
that since a large revenue is required, the burden should be distributed equit- 
ably over all the people. The thought that is in my mind is that we may 
depart a little from that policy on your recommendations. For instance, a 
married man with an income of $8,000 is taxed very heavily and, yet you let a 
young man with $2,500 off. 


Mr. BencoucH: Yes, he needs the whole of it. 


Hon. Mr. Crerar: I am not prepared to subscribe to that principle. 


The CuHarrMAN: I think Senator Crerar intimated that if you kept the 
high taxes, for instance excess profits tax, it might reflect itself on employment. 
Mr. Bengough’s thought in that matter was that it should be taken off the 
bottom and put on the top. The question was asked whether that would be a 
fair way of dealing with it, and he said he thought it would be. Is that 
substantially your answer? 


Mr. BencoucH: Yes. 


Hon. Mr. Hate: In view of the objection taken by the senator from 
Vancouver there is nothing to be asked in this brief. I should like to ask some 
questions about the statement made on the first page, because I am persuaded 
Mr. Bengough’s people do not know all the facts of the case. 


The CuarirMAN: Gentlemen, I do not wish to rule too arbitrarily on this 
point. I should like to have the discussion as free as possible. We want to get 
the information and it is up to the Committee, whatever their view in the 
matter is. Do you wish to allow questions to be asked which trench on the 
subject of policy? 


Hon. Mr. Hate: I shall not trench very much on the question of policy. 
May I state the question, Mr. Chairman? You can rule whether it has to do with 
policy or not. Mr. Bengough has said in his brief objection is taken because 
of a reduction in excess profits tax. May we take the Massey-Harris Company 
as an example. They have been taxed 100 per cent on excess profits over a 
basic period; 20 per cent to be returned some day. Now it has been cut down 
to 60 per cent and the extra money goes into the treasury of the Massey-Harris 
Company. 


Hon. Mr. Hayprn: If they make it. 
The CHatRMAN: This 20 per cent refundable is also cut off. 


Hon. Mr. Hata: We will assume for the purpose of this argument, the 
company will make the money. That total of 40 per cent will be used, generally 
speaking, in two ways: either by extending the plant and its facilities or in 
the paying of larger dividends to the shareholders? 


Mr. Bencouau: I suppose that is correct. 
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Hon. Mr. Hatc: I mean the extension, improving and reconditioning of the 
plant and for the building of additional plants. Now, if it is used to extend the 
plant that means more employment to everybody. If it is used to pay dividends, 
dividends go into the hands of somebody who pays income tax on them. It does 
not get away. We have double taxation. 

The CuHatrMaAn: The individual pays it in income tax. 

Hon. Mr. Hate: I may say to you, I am in entire accord with the policy 
of reducing the excess profits tax for the reason that in the last four or five 
or six years there has been no reconditioning of my plant or no extension of 
its facilities and this money will give me a chance to have these things done. _ 

The CuairMAN: That is the declared policy of the Government now. ) 

Hon, Mr. Hata: I agree with the Chairman, but I would like to know if there 
is any answer to that question. 

Mr. Bencoucu: There is of course a general feeling—I do not know that 
we have gone into all of the ramifications—but some relief was given to those 
in the higher brackets and very little to the others. 

Hon. Mr. Hate: Do you know how much taxes are paid by a man who has 
an income of $1,000,000 under the present system? 

Mr. BencoucH: No, I do not. 

Hon. Mr. Hata: He is left with less than $60,000 a year. : 

The CHairMAN: May I interject. There was an incident the other day 
where someone was earning something less than $200,000 a year—which is a lot. 
of money I will admit—but all that was left to the receiver of that income 
was $18,000. ) 

Hon. Mr. Haic: You have to take the extreme if you are going to get a 
proper comparison. If you cut down the exemptions on some, and increase other 
exemptions to $2,400 and let half of the peonle out of paying income tax, how © 
are you going to raise the necessary money? 

Mr. Bencovcu: I would take it that the amount would be raised to the 
necessary sum by those who could afford it. : 

Hon. Mr. Hata: Where is it to come from? Here is a million dollar man 
who gets only $60,000. | 

Mr. Bencoucn: Still you cannot justify taxing people who are not getting © 
sufficient money to maintain themselves. 

Hon. Mr. Hate: It all gets back to what the basic income should be. 

Mr. BencoucH: In our opinion it is $2,400 for married men and $1,000 
for the single men. } 

Hon. Mr. Aseutrne: In that case the Government will have to spend less . 
money for social services. thats 

Mr. BencouGcH: They realize that. 

Hon. Mr. AsEeutine: I would like to give an example from the province 
of Saskatchewan. At one time if a man had an income of $1,000,000 he paid» 
$1,200,000 in taxes. He had to draw on his capital in order to pay the taxes. 
The situation is almost as bad right now. | 

The CuarrMan: He was taxed-by both Dominion and Province? 

Hon. Mr. Asevtrne; No, that was the Provincial tax alone and he had to 
pay the Federal tax in addition to that. ~ | , ON Bie 

Hon. Mr. McRag: I would like to ask Mr. Bengough one question. How 
do your members feel about deducting the tax at its source? : : 

Mr. BencoucH: They are fully in accordance with it; they believe it to — 
be the best method. 
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_ Hon. Mr. McRaz: Have they any complaints about the forms they have 
to fill in? | 
Mr. Brencoucu: Not now; they did have, but the forms have been 
simplified. 
Hon. Mr. McRar: They are quite content with that situation? 
Mr. BeNcoucH: Quite content. 


Hon. Mr. BALLANtyNE: I am not a member of the Committee but I would 
like to say just a word or two. I should like to ask for Mr. Bengough’s opinion 
on the excess profits tax. I am sure he is aware that next year the United 
States are going to remove the excess profits tax entirely; and I am sure he also 
understands thoroughly that the Canadian industrialist even in peacetime has 
great difficulty competing with large industries across the line—highly specialized 
and mass production. If Canada wishes after the war to increase her pro- 
duction and increase her revenue, do you not think that her industries are 
going to be seriously handicapped with 60 per cent excess profits tax and 40 
per cent corporation tax? How are they going to compete to the extent that 
they should with our American friends? 

Mr. BencoucH: Of course what we are more concerned about is the taxes 
in the lower brackets on people who need the whole of it to live on properly. 
Beyond that we have not gone into the question. 

Hon. Mr. Bauuantyne: You have not got any opinion that if the excess 
tax was removed, it would mean more jobs and more industry here in Canada? 

Mr. BencoucH: We have not gone into that. 


Hon. Mr. Bencu: Mr. Bengough, your Trades and Labour Congress, I 
assume, has made some study as to what is the minimum annual amount required 
to be earned and retained by a single person and by a married person with any 
number of children in order to enable that individual to maintain the minimum 
standard of health and decency? 


Hon. Mr. Haypen: He has answered that, I think. ‘You said, Mr. 
Bengough, $2,400 for married and $1,000 for single would be the basic. 


Mr. BencoueH: While that is the recommendation on that, we have gone 
on record as very definitely showing a minimum of $1,500. 


Hon. Mr. Hare: Is that for a married person? 


Mr. BencoucH: No, for a single person. We never went into what was 
required for a married man, because employees are not paid as to their status; 
but we do set a minimum of not less than $1,500 for anyone. 


The CuHatrMAn: I suppose you would not say that a working man should 
receive only such an amount as would enable him to live on a minimum stand- 
ard. He is entitled to a little more than that. 


Mr. BencoucH: A little more than that. 


Hon. Mr. Horner: I suppose, Mr. Bengough, you would admit that a 
greater amount of money in the hands of labourers would give a greater pur- 
chasing power and thereby assist industries? 

Mr. BencoucH: Undoubtedly. We have not gone into that phase of it 
in this brief. 

Hon. Mr. McGerrr: Mr. Bengough, you made some remark in respect. to 
the excess profits tax, as to taking it off the bottom and putting it on the top. 

Mr. BencoucH: I merely made reference there in regard to the fact that 
the change had been made and it would naturally cause more resentment. Prior 
to any changes being made in excess profits tax, the conclusion reached at one 
of our conventions was that the exemption should be raised. 
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Hon. Mr. McGrrr: The benefits extended this year to the man in the 
highest income bracket, say an income of $15,000, $18,000 or $20,000, is very 
substantial, whereas it is a pretty small amount to the wage-earners. - 

Mr. BencoucH: We realize that. | 

Hon. Mr. McGrrr: Have you any estimates of the average earnings of 
various trades. and workers in Canada as compared with similar tradesmen in 
the United States? 

Mr. BencoucH: I have all those figures. 

Hon. Mr. McGrrr: Roughly, how do the wage standards in Canada com- 
pare with those in the United States? 

Mr. Bencovcu: They are about three-quarters; anywhere from 50 per 
cent to 75 per cent. 

Hon. Mr. McGesr: ‘That is higher in the United States than in Canada? 

Mr. BencouGcH: Yes. | 

Hon. Mr. McGrerr: Have you any idea of the relative tax levied on work- 
ers in United States as compared to Canada? 

Mr. Bencoucu: Not very full. 

Hon. Mr. McGeer: I understand this year a million people in the lower 
income bracket have been exempted from taxation in the United States, 

Mr. BencoucH: There has been some relief, but I couldn’t tell right off- | 
hand what it is. 

The Cratrman: You are referring to the excess profits tax. I take it that 
theoretically at least that tax was imposed in order to prevent any one from 
making money out of the war? . 

Mr. BencoucH: Yes. | 

The CratrMan: The war being over, would it then logically follow in your 
opinion that the excess profits tax should no longer apply, but that the regular 
income tax should apply to producers and manufacturers even though they are 
making very large profits? 

Mr. BencoucH: The income tax would apply, in the high brackets, yes. 
We have not gone into the allocation. 


The CHARMAN: Your real argument is this, that the tax bears heavily upon 
the small man? 


Mr. BencouGcH: Yes. 


Hon. Mr. Haypen: The witness has made use of the expression “the high 
brackets”. Could we get an explanation of what he means by that? Where does 
it start? 


Mr. BencoueH: Well, we want it to start from $2,400 for a married man and 
$1,000 for a single person. 


Hon. Mr. Haypen: Anything above $2,400 would be in the high brackets? 
Mr. Brencoucu: It would be in the higher bracket. 


Hon. Mr. Haypen: That is obvious. But you have been using the expression 
“the high brackets”, and I would like to know what you mean by that. 


Hon. Mr. McGrrr: Have you any idea of the effect of taxes on production? 
For instance, I have had some very definite reports from Vancouver that for 
some reason or other there is not a sufficient amount of production coming out of 
the day’s work there to justify continued ship building in that community. That 
is a very serious thing for the Pacific coast if it applies generally. Do you know 
anything about that? . te 
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Mr. BrencoucH: No. I have heard a lot about it, but frankly I have no 
information on it. I have heard of only one or two isolated cases of workmen 
who have actually laid off work or dodged work so as not to get into a higher 
bracket and get taxed. I do not think that is gerenal. 


Hon. Mr. McGrerr: Labour has been making a demand for increased wages, 
has it not? 


Mr. BeNcouGcH: Yes. 
Hon. Mr. McGrsr: That trend is going to continue? 
Mr. Bencoucu: Undoubtedly. 


Hon. Mr. McGerrr: What is the effect of taxation on wages under those 
circumstances? Is it not to intensify the demand for increased wages? 


Mr. BencoueH: Well, if the wages are raised I presume more taxes will be 
paid. 


Hon. Mr. McGesr: If the wages go above the exemptions you have been 
speaking of, $1,000 and $2,400? : 


Hon. Mr. Bencu: Then, of course, up would go the minimum amount of 
the wages which you consider a man should have in order to maintain a minimum 
standard of health and decency? 


Mr. Bencoucu: I am not sure about that. We might be satisfied with that 
and leave it there. I could not gay. 


Hon. Mr. McGuer: What do you think about the paying of a family allow- 
ance to a workman’s family and taxing the workman at the same time? 


Mr. BencoucH: I do not agree with that. It ceases to be any advantage 
at all then. 


Hon. Mr. McGusr: To my mind there is not only that objection, but it 
seems to be a duplication of taxation. One group is handing out family allow- 
ances and another group is taking them back. I do not know of anything more 
ridiculous than shovelling the allowances out of one door and shovelling them 
in another. 
Hon. Mr. Farris: Is that not merely a method of equalizing the thing? 
Hon. Mr. McGerrr: It may be, but it is certainly not an economical method. 


Hon. Mr. Lampert: Senator McGeer was asking about labour and taxation, 
about certain comparisons. I think he should have asked how the cost of living 
index in Canada compares with that in the United States. Perhaps that is not 
hardly relevant to the question we are discussing. 

Mr. Bencoucu: It is a little higher in the states. 

Hon. Mr. Lampert: Considerably higher, is it not? 

Mr. Bencoucu: There is a greater spread between the wages paid in the 
United States and those paid in Canada than there is between the increase in 
the cost of living in the United States and the increase in the cost of living in 
Canada. 

Hon. Mr. McGrer: And there is a very much higher level of farm prices in 
the United States than in Canada? 

Hon. Mr. Hate: And much lower taxation in the United States than in 
Canada. 

Mr. BeNcouGuH: Yes. 

Hon. Mr. Haypen: And a very much lower cost of living in Canada. 


At 2.50 p.m. the Committee adjourned to meet again when the Senate rises. 
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At 3.35 p.m. the meeting was resumed. 


The CuatrmMan: Order please, gentlemen. Mr. Davies, the General Manager 
of the National Life Assurance Company, desires to present a brief. 


Mr. G. Fay Davies, General Manager, National Life Assurance Company 
of Canada: Mr. Chairman and gentlemen, with your permission I should like 
to read what I have here and follow it with one or two remarks: 

On March 2nd, 1945, on behalf of the President and Directors of The 
National Life Assurance Company of Canada, I addressed a letter to C. Fraser 
Elliott, K.C., Deputy Minister of National Revenue for Taxation. This letter, 
in brief, requested information with respect to taxation of amounts. received 
for values granted in the event that the shareholders and policyholders should 
convert the Company and put it on a mutual basis. This transaction would 
require a special Act of Parliament to amend the aforementioned Company’s 
Act of Incorporation and the question was whether, in the event of such an 
Act being passed and in the event that such a transaction were completed, would 
the proceeds payable to the shareholders arising out of such transaction be 
subject to income tax. 

On October 16th, 1945, the Deputy Minister of Revenue for Taxation replied 
stating that, in the event of the proposed transaction being consummated, certain 
of the moneys received by the shareholders under such a plan would be deemed 
to be subject to taxation. It is presumed that this ruling was made in the 
light of Sections 17, 19 and 32A of the Income War Tax Act, as amended. 


The Cramrman: Is that last statement a quotation from Mr. Elliott’s letter? 
Mr. Davies: No; that is my own statement. ; 


effect the mutualization of any life insurance company. 

It is our contention that this situation is not in the public interest. This 
ruling of the Deputy Minister of Revenue for Taxation places the policy- 
holders of life insurance companies which have capital stock who are con- 
templating mutalization in a quite different position from ordinary prospective 
shareholders of these same companies. In other words, nine or any number of 
persons can join together to purchase all or a portion of the stock of a life 
insurance company and no tax liability will arise irrespective of the price paid 
as the proceeds of such sale. On the other hanl, if these same persons represent, 
as trustees, the policyholders of the life insurance company and event if funds in 
the participating account not otherwise subject to taxation are used to purchase 
such shares, than a taxation lability arise. In other words, the persons who 
represent only themselves in the purchase of the stock of a company may, either 
before or after such a sale, if they so wish, transfer all non-participating funds into 
the participating account and may subsequently pay it out in policyholders’ 
dividends in cash or may disburse it otherwise for the benefit of the policyholders 
as, for example, to purchase the whole or part of the participating business of an- 
other life company, and no tax lability upon the purchase price paid for such 
shares will be deemed to exist. On the other hand, if these same persons represent 
the policyholders as trustees and if they consummate the same transaction, the 
proceeds are then held to be in quite a different category and are held to be 
subject to taxation. It is our belief that such an anomalous situation constitutes 
discrimination which was not intended by the Act. 

It is not an uncommon practice for the shares of life insurance companies 
to pass from the hands of one person or one group of persons to another person 
or other groups of persons and any appreciation in value over and above the 
paid-in value, whether brought about by reason of accumulated surplus or 
otherwise, is not deemed to be subject to. taxation. However, by virtue of the 
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ruling arising presumably from the sections of the Act heretofore referred to, 
the policyholders, in the event that they wish to purchase the interest of the 
shareholders, are placed in an entirely different position. 

It must be pointed out that in the case of The National Life Assurance 
Company of Canada and, so far as is known, in the case of all other life insur- 
ance companies in Canada incorporated under the laws of the Parliament of 
Canada, no plan of mutualization can be accomplished without special Acts of 
Parliament and, in consequence, any such plan, which upon investigation appears 
to be designed to avoid taxation could, and presumably would, have this fact 
brought to light during consideration of such petitions for change in status. 
Therefore, any proposed amendment to the Income War Tax Act accomplished 
as a result of this petition would not in any way open the doorway to the 
possibility of any evasion of taxation. 

What is sought, as a result of this petition, is a clear-cut statement in the 
Income War Tax Act, as amended, to the effect that the provisions of Sections 
17, 19 and 32A do not apply in the case of the mutualization of life insurance 
companies who seek amendments to their Acts of Incorporation in order to 
provide for the purchase of shareholders interest by the policyholders of such 
life companies. When this proposed amendment to the Income War Tax Act 
has been made, then and then only, will life companies be able to carry through 
mutualization plans however unanimously or eagerly such plans may be sought 
by all parties concerned. 

We wish further to submit that any proposal to effect mutualization of a 
life company constitutes such a final and irrevocable step that it is not likely 
to be entered into lightly by the shareholders and certainly the basic purpose 
of any such step must inevitably be the mutualization of the Company. 

It is respectfully submitted that the principle of the mutual operation 
of life companies is well accepted and the doorway to further extension of 
this mutualization principle should not be closed by reason of provisions in the 
Income War Tax Act which presumably were not meant to cover this type 
of transaction. 

I would like to say that we present this brief with the thought of remedy- 
ing a situation with respect to which all parties concerned share the same views. 
In other words, we believe that even the Income Tax Department shares our 
views—the Department can, of course, speak for itself—we believe that it 
shares our views about the inequalities involved, but is unable to do anything 
about it because of the way the Act reads. 

I should like to say further that I am speaking only for our own company, 
although I refer you in this brief to its effect on other life insurance companies, 
and perhaps those companies may be interested in the same thing. 

I will give an example. Let us say that a group of persons approach 
the shareholders of a life company, and they want to buy the shares in that 
company for a certain price, let us say $100 a share. The existing shareholders 
are considering the offer, and they confer one with the other and say, “If we 
are going to dispose of our shares, why not dispose of them to our policy- 
holders and complete the mutualization of the company?” They find that 
in the case of the fist transaction there is no tax liability; in the case of the 
second transaction there will be a definite liability. 

I would point out also that it is doubtful whether the fact that life com- 
panies must seek amendments to their act of incorporation before they can 
complete these transactions has been fully realized by the Income Tax Depart- 
ment, or were thought about when these provisions were so interpreted. It means 
in effect that any mutualization plan which is carried through must be separately 
investigated and passed by the Banking and Commerce Committee. The exact 
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provisions of each transaction would be carefully investigated and passed upon 
separately. It seems rather unjust that a blanket provision in an Act should 
prohibit and prevent these separate individual amendments. 

I would point out too that even if that Act of Incorporation were to make 
definite provision that no tax liability would arise, the Income Tax Depart- 
ment has stated that it will rule on the Income Tax Act as such, and not on 
any amendment to the Act of Incorporation. Consequently the shareholders 
would be subject to the presentation of an income tax bill subsequent to the 
legislation, and irrespective of the outcome it would prevent any such trans- 
action being consummated. 

It seems to us that it would be in the public interest to remove these 
inequities. I would suggest that any amendments which might be proposed 
might provide as a safeguard that only mutualization plans carried forward 
by amendments to Acts of Incorporation passed by Parliament should remain 
exempt to the provisions of these sections. 


The CHatrmMan: Would -you like to speak first, Mr. Stikeman? 


Mr. St1keEMAN: Mr. Chairman, I should like to ask Mr. Davies whether 
the contents of his brief in this connection are intended to be applicable to all 
classes of taxpayers, or merely to life insurance companies seeking to become 
mutual in form? 


Mr. Davies: It was intended that our presentation should cover only the 
specific instance mentioned here—payments made to shareholders after the 
mutualization of a life insurance company, and after an amending Act has 
been passed by the Parliament of Canada providing for such mutualization. 
It was intended that it should cover an extremely narrow field. 


Mr. StrkKEMAN: You would not advocate such a practice for the mutualiza- 
tion of any commercial enterprise in a corporate form? 


Mr. Dayirs: No, sir. 


Mr. STIKEMAN: Without knowing the precise details of the capital struc- 
ture, | must assume from your reference to sections 17, 19 and 32A of the Income 
War Tax Act that your concern had a distributing or earned surplus before 
the contemplated mutualization: is that a correct assumption? 


Mr. Davies: Yes, our company has a surplus. Section 4 (g) provides:— 
The following incomes will not be liable to taxation hereunder: 

(g) the income of mutual corporations not having a capital represented 
by shares, no part of the income of which inures to the profit of any 
member thereof, and of life insurance companies except such amount 
as is credited to shareholders’ account. 


It specifically provides in the case of taxation of life insurance companies 
that the only earnings taxable are those amounts which are credited to share- 
holders’ account. Therefore earned or distributable surplus has a different 
meaning for a life company than it perhaps has in the case of an ordinary 
company. 


Mr. StrKEMAN: Since you refer to section 17, may I ask whether you have 
preferred shares which are redeemable at a premium? 

Mr. Davis: No, all of the shares are common shares. . 

Mr. StrkpMAN: What then is the purpose of your reference to section 17? 

Mr. Davies: Prior to the writing of the letter a conference was held with 
some officials of the Income Tax Department, and a general discussion ensued 
with respect to our plans and what might happen as a result of those plans. 
In view of the nature of the discussion I do not think it proper for me to quote 
anybody or make any remarks in reference to it; the Income Tax people are 


TAXATION 259 


quite capable of doing that themselves; but I can say that during the course 


of the discussion reference was made to sections 17, 19 and 32B. That is the 


reason why these specific sections are mentioned in our presentation. 

Mr. St1ikeMAN: In essence, I understand your representations to be that a 
life insurance company which has the peculiar kind of undistributed or earned 
surplus under the provisions of 4 (g) should be permitted to mutualize its 
activities and retain the benefits of that capital sum in its corporate form as 
a mutual company, without the shareholders paying tax on any of-that surplus 
on account of the change from one kind of entity to the other. Is that the 
substance of your submission? 

Mr. Davies: Yes. We made a specific suggestion that.in the case of our 
plan of mutualization we would arrange to use only funds in the participating 
account, which according to section 4 (g) are in any event non-taxable, and 
since these are policyholders’ funds exclusively, and under the present pro- 
visions of the Act are not taxable in any shape or form, they could be expended 
by the policyholders through their trustees to purchase from the shareholders the 
interest accruing to the shareholders. We were told subsequently, however, that 
the provisions of 4 (g) could be overruled by other sections of the Act, and these 
otherwise untaxable amounts would then become taxable if they were used for 
this purpose. That is what creates the inconsistency. 


Mr. Stixeman: Is it not true, however, that the income exempted under 
4 (2) is the income of the life insurance company, and not the income distri- 
buted in any form whatever to a shareholder of that company. 


Mr. Davies: 4 (g) so far as life companies are concerned merely says what 
shall be taxed. 


Mr. StrkemMan: To the company? 
Mr. Davies: Of course in that event by the company. 
Mr. StrxpmMan: And your plan would involve payment to the policyholders 
in stock? 
Mr. Daviss: That is right. 


Mr. Stixeman: Which would appear to be another question entirely from 
the one whether that surplus is taxable to the company or not. I think probably 
we shall hear from Mr. Elhott in due course. But from the facts which you 
have put forward, it seems to me you are asking that life insurance companies 
should be permitted to distribute to their shareholders funds, which in the 
hands of a commercial company would be considered earned or undistributed 
surplus, without incurring any tax upon their shareholders. You prefaced 
your remarks by saying that you wish your brief confined to life companies, 
from which I can only deduce that you would not wish this rather broad 
exemption to apply to the shareholders of ordinary seen et concerns: 1s 
that a correct interpretation of your remarks? 


Mr. Daviss: No, I would say your interpretation is incorrect on two points. 
First, we are not, suggesting that distributable income should be exempt from 
taxation. We are suggesting that only funds which in any event are not 
taxable should be permitted to pass into the hands of shareholders without 
taxation either before or after the event of such payments. Certainly, we 
are not asking for a broad exemption as you suggest; we are asking for what 
I consider to be a very narrow exemption. The exemption would apply only 
in the case of mutualization plans, preceded by Acts of Incorporation,—Acts 
of Incorporation which have been passed upon by this Parliament. 

Mr. StrxemAn: Let me consider your first question. You say you are 
attempting to maintain an exemption of funds in the hands of shareholders 
which in any event, you say, are exempt. When you say they are exempt 
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in any event, I take it you can only be referring to the exemption granted 
in 4 (g), which exempts only those moneys in the hands of companies. There- 
fore, according to your own statement, it does not grant exemption to funds 
passed on to shareholders. 


The CuHaAirMAN: If I may interrupt you, Mr. Stikeman, I have just been 
informed that Mr. Elliott is unavoidably called away, but before he leaves 
he can give us two or three minutes for an expression of his view on what we 
have just been discussing. i 

Mr. Exuiotr: Insurance business, I suppose, in any form is designed to 
make profits for its proprietors. The proprietors usually appear in the form 
of shareholders. The shareholders of this business have apparently carried on 
for a number of years with some success. They have accumulated a surplus, 
which is theirs through the medium of their shares. That is their equity. The 
surplus amounts, let us say, to $200,000. I may say I am not using exact figures, 
but $200,000 is very close to the actual amount. The purpose now is to convert 
this company into a mutual company. The surplus in that company, over and 
above the original share capital which the shareholders are personally entitled 
to, is $200,000. This $200,000 is not going to be given away to the gunna tes: 
who are participating ; that i 1s not common sense. 

Now, under the income tax law, we have said to a life insurance company 
that, as a company, it will be taxed only on its earnings to the extent that they 
are actually transferred to the credit of shareholders’ account. That is the 
actual wording of the Act. The amounts transferred to the credit of shareholders’ 
account will ‘be taxed to the shareholders. In other words, credit can be 
evidenced in many ways. The most usual business way is an entry in a company’s 
books that so much has been set aside for the benefit of shareholders. But 
there are other ways of getting that credit into the hands of the shareholders; 
an entry is not necessary; a resolution may be passed to set so much aside. 
If you wound up the company altogether the entire $200,000 accumulated 
surplus would go to the credit of the shareholders. It belongs to them; you do 
not need to. make an entry, you just make a complete distribution. 


Hon. Mr. Haypen: Would it be convenient to ask a question there? 
Mr. Exutorr: Certainly. 


Hon. Mr. Haypren: If you issue participating policies, they are issued 
against the company, not transferred to the benefit of shareholders. So how 
can you say the benefit is related back to the shareholders? That money could 
not go back to the shareholders unless the policyholders gave up their 
participating rights. 

Mr. Exuiorr: They have been. These are surplus moneys in which no 
policyholder has a right. 


Hon. Mr, Haypren: All right. 


Mr. Exutorr: So if they wind up the company that $200,000 can only go 
to the proprietors, who are the shareholders. Therefore it will become subject 
to tax; likewise when the shareholder gets it as the fruit of his activities for the 
past years he also would be liable to tax. 

This company now states: We want to convert from a non-participating 
into a mutual company. But the shareholders must get some value for the 
$200,000 in the company that belongs to them. Section 19 of the Income War 
Tax Act provides that when a company winds up, reorganizes or discontinues 
business the distribution in any form of its property shall be deemed to be 
payment of a dividend to the extent of undistributed income on hand. 

Here is a company that is going to reorganize, and the surplus of that 
reorganization will find its expression in the hands of the shareholders in some 
form which the witness has not yet told us about, but the shareholders are not 
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giving up $200,000 of their value. That is common sense. Therefore we say 
that on the winding up or reorganization of any company, commercial, manu- 
facturing, life insurance, or whatever it may be, to the extent that it has on 
hand undistributed income, the shareholders shall pay tax on that undistributed 
income. If you did not do that with this insurance company, you would be 
giving the shareholders a $200,000 present, no matter how they are going 
to get it. 

That is the basic scheme in the Income Tax Act. Pay out your surplus as 
you go along if you wish; if you do not wish to do so but use it to strengthen 
the business, very well. But if there comes a time when you wish to pay it 
out in the way of dividends or to wind up the company you must pay on that 
surplus some time. 

With the $200,000 surplus there is no doubt that the shares of this insurance 
company are now worth more than $100 each. A shareholder can sell his share 
to you or me in the open market, and we would buy that share subject to all 
the incidence of taxation which I have just outlined; but in that case the 
vendor simply sells his share as an individual and pays no tax. But that is 
common to all commercial companies: you pay a price for shares realizing there 
is the possibility of income tax in respect of dividends. 


The CHAIRMAN: But the man who buys a share from another shareholder, 
and the company is accumulating a surplus, pays more on that account than if 
the surplus was not present, and that is capital for him. 


Mr. Exurotr: Yes, that is capital for the vendor; but the purchaser pays 
less because he knows he has got to pay income tax in respect of the accumulated 
earnings as and when they are paid out directly or by winding up of the 
company. 

Hon. Mr. Farris: He pays less by reason of the final liability. 


Mr. Exuiotr: Precisely. For our part we see no difficulties in that set-up 
for commercial or life insurance companies. Hence the letter he got was to 
intimate, Yes, there will be liability for income tax if you reorganize this com- 
pany and the shareholders get this value. I will say that the law is not as 
precise and clear as one would like to have it, because section 19 is a wide 
section. We should like to make it so clear and simple that one might say, 
He who runs may read. 


Hon. Mr. Camppetu: Prior to the passing of 32A had it not been the policy 
of the Department, Mr. Elliott, to apply the same principle in respect to the 
mutualization of companies? 

Mr. Exxiotr: That is so. 


Hon. Mr. Haypen: You mentioned something about surplus. An insurance 
company could not pay out its surplus in the form of dividends without being 
taxable; but a mutual company could pay out its earned surplus without being 
taxable qua company. 


Mr. Exuiorr: That is right. 


Hon. Mr. Haypen: Afterwards, if they want to go ahead with their mutual- 
ization, they could do so. - 


Mr. Exuiorr: That is a very eood way of putting it. 


Hon. Mr. Farris: When these companies become mutual they are not liable 
for income tax. 


Mr. Exuiorr: Yes, that is right. It is covered by section 4(g) of the Act. 
The CHatrMan: Yes, Mr. Davies. 
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Mr. Davies: There are two points, honourable senators, that I should like 
to point out. Mr. Elliott has made a broad assumption that companies 
accumulate a surplus for the purpose of distribution to shareholders, and he 
referred—specifically I presume—to the moneys that accrued to shareholders 
under our Acts of Incorporation. I think you are aware of what it is. All the 
earnings from non-participating account and 10 per cent of all earnings in the 
participating account may be used for the benefit of the shareholders. How- 
ever, by common practice companies must build up a surplus—I see some of 
you here are insurance company directors—and they must maintain a surplus. 
I think it is incorrect to say that all surplus accumulated by life companies 
is even eventually distributable. To lay a burden on any group of people as 
to how they would distribute money that they never intended to distribute is 
attributing motives to people. That is a practice which should not be followed. 
It is not followed in our courts of law. Why should the Income Tax Depart- 
ment have authority that the law has not? It is as if when a man approached 
the wicket to cash a cheque the bank on mere suspicion of his bona fides had 
him thrown into jail, whence he would have to get himself bailed out. 


The second point I wish to make is that however right Mr. Elliott 
may be with respect to administration, generally I do not think at this 
point he is doing the right thing. The company, the National Life Assurance 
Company of Canada, is quite prepared to argue with Mr. Elliott before the 
Banking and Commerce Committee at the time that we seek an active amend- 
ment as to the justice or injustice of the statements which he has made. We 
are quite prepared to adjust or amend any such agreements between the policy- 
holders and shareholders that may result from such an inquiry after Mr. Elliott 
and members of his department have given evidence and after members of 
the Insurance Company have given their evidence, and after the Department 
of Insurance has testified. We do not think it is good practice just to go 
through that procedure only to find out that the Income Tax Department is 
‘sitting afar off and will overrule all these things that have been done by the 
Parliament of Canada. We think at some point the Acts and amendments | 
passed by the Houses of Parliament should be exempt from any further 
encroachment. 


Hon. Mr. Hata: May I ask you a question. You have so many share- 
holders in the company and you have $200,000 surplus. From the sale of this 
stock we will say, for argument’s sake, you would get $175. If you did not 
have $200,000 surplus you would probably only, get $100 for those shares. 

Mr. Davins: Perhaps. 

Hon. Mr. Hata: Whatever the market price is, you get over par. 

Mr. Davims: Yes, that is correct. 

Hon. Mr. Haic: But only by mutualizing can you get that $75 out 
without paying income tax. 

Mr. Davies: Yes, Senator Haig. 

Hon. Mr. Hata: You cannot pay it out in dividends. 

Mr. Davies: You can sell it. 

Hon. Mr. Hata: You can only sell it to someone who wishes to make 
that kind of investment and is prepared to take the risk, 3 


Mr. Davies: Except that he be a policyholder. If he be a policyholder and 
wants to make that kind of investment and wishes to keep his money in the 
company it is taxable. That is what we object to. 

Hon. Mr. Camppetu: Is it not true that a policyholder can purchase, but 
he cannot use the company’s money to purchase it? 

Mr. Davies: When you say “company’s money”, that is a misnomer. 
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Hon. Mr. CAMPBELL: Just a moment please. In the first instance you say 
you may sell the shares to any other person desiring to buy, excepting to 
policyholders. I am suggesting to you now that a policyholder may use his 
own money apart altogether from the interest he has in the insurance company 
to buy.’ It is correct, is it not, that policyholders may form themselves into 


‘a group and buy the shares, and then be in the same position as the present 


shareholders are to-day? 


Mr. Davies: They could, yes, provided they did not use money that was 
extended to their credit in the company. 


Hon. Mr. ‘Campsetu: What you are suggesting then is that policyholders 
should be able to use funds that are in the insurance company to buy the shares 
in order to effect mutualization? 


Mr. Davirs: He should be put on an equal basis with anybody else using 
his money for the purchase of these shares, and there should be no prohibition 
against him iby reason of the tax applying to the receiver of that money when 
there is no tax if he be not a policyholder. 

Hon. Mr. Camppeuu: Mr. Davies, you are trying to distinguish the position 
of insurance companies against commercial enterprises. It seems to me that 
you have to be able to do that in order to make your case. You say these 
earnings had been accumulated for the purpose of building up the assets of 
the company, and not for the purpose of necessarily distributing them by way 


of dividends. Is not that a comparable situation to a corporation building 


up an earned surplus and investing it in buildings of brick and mortar, which 
obviously can never be distributed to the shareholders? What is the distinction? 

Mr. Davies: Senator Campbell, the distinction is this: all life insurance 
companies, or all stock companies are to a large extent mutual already. The 
policyholders of so-called stock companies must have maintained for their 
benefit a complete set of books of the business entirely separate from the 
participating policyholders; and all moneys or all profits accruing to that 
account go into what they call a participating account. The only amount of 
those funds that is available for shareholders is one-tenth of the amount paid 
to policyholders as dividends—actually one-ninth is paid in_ policyholders’ 
dividends. If the policyholders were a mutual company, or under a strict mutual 
organization, and not attached as part of a stock company, they could dispose 
of those funds; they could buy the other business out, and there would be no 
tax payable by the recipients of the money. On the other hand, when they 
are attached to the stock company, they are in a different category and 
therein is the injustice of the Act. 

What we are seeking—and I think Mr. Elliott need have no fear—is the 
very narrow provision which provides that these sections of the Act shall not 
apply to the plan of mutualization, which involves the Act or the amendments 
passed by this Parliament of Canada. 


Hon. Mr. Bencu: Mr. Davies, excuse me for interrupting. Following the 
question of Senator Campbell a few minutes ago, is not this the ultimate result 
of taxable transactions you are postulating here—that the policyholders take 
the surplus account and apply it in whole or in part to the acquisitions of the 
holdings of the shareholders. Is that right? 

Mr. Daviss: Slightly more than that. 

Hon. Mr. Bencu: I am partly correct, am I? 

Mr. Davirs: That is right. 


Hon. Mr. Bencu: Then that surplus is reflected, as you have told us, 
in an increasing value of the shares in the hands of the vendor shareholders. 
Is that not correct? 
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Mr. Davies: To start with, you say the policyholders are going to purchase— - 

Hon. Mr. Bencu: The policyholders are going to purchase, using this 
surplus. I suggest to you that when the surplus is used, it is used for the 
punpose of purchasing the shares, which is clearly reflected in the increased 
value of the shares of the vendor shareholders. 

Mr. Davis: That is correct. 

Hon. Mr. Bencu: If that surplus were left in the company, it would not 
be liable to taxation. Is that right? 

Mr. Davies: That is right. 

Hon. Mr. Bencu: If you had disbursed it to the policyholders, 1t would 
become liable to tax? 

Mr. Daviss: No. 

Hon. Mr. Hata: You mean-to the shareholders? 

Hon. Mr. Bencu: I am sorry, I mean the shareholders. If you disburse 
it to the shareholders it becomes liable to tax. 

Mr. Davies: That is right. 

Hon. Mr. Bencu: Is it not clear then if you go along with the suggestion 
that you think should be authorized, that the result would be the shareholders 
would escape tax on their respective equities in the surplus account. 

Mr. Davies: Why should they be able to excuse the same transaction 
with another individual? 

Hon. Mr. Bencu: You mean over the counter. 

Mr. Davies: And not be able to do it with respect to policyholders. 

Hon. Mr. Haypen: It is on that basis that the purchaser of shares is 
capitalizing the value of the surplus, and he recognizes that the shares that he 
is buying have an added value because of the surplus which remains in the 
company and therefore pays more for them. The vendor in that case gets 
an added capital value out of the purchase rather than out of the company. 


Hon. Mr. BencH: May I say that there is another reason why it is 
different. In the example which you have just now put, a stranger buying shares, 
the surplus remains intact and is still liable to taxation. 


Mr. Davies: Only if distributed. 


Hon. Mr. Bencu: But in the case you put: here, it is distributed and there 
is no tax collected. 


Mr. Davirs: Let us assume Senator Hayden and Senator Bench, that we 
have, as we have to-day, a group of people who do not wish to receive divi- 
dends. In many instances we have people who do not wish to receive dividends; 
they prefer to have them accumulate. Let us assume we have a group of people 
in that category and we let this income accumulate. A second group of share- 
holders wish to get their money and they sell out to another group who does 
not feel as they do. As far as I know it is a perfectly acceptable practice, 
and no taxes are payable; such a situation is beyond criticism, except if it is 
policyholders of the company who wish to make such a transaction. 


Hon. Mr. Campseitu: Out of the company’s money? 

Mr. Davies: Out of whatever money they wish to use. 

Hon. Mr. Haypen: There is one point upon which I was not clear. The 
money intended to be used in this instance to purchase shares was funds to 
which the participating policyholders only ee a right? 

Mr. Davins: That. is right. \ 


Hon. Mr. Haypen: Funds created out of earnings of the company aa 
aside for policyholders and in addition to that earned surplus of the company? 
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Mr. Davies: The proposal that we made was that payments to the share- 
holders should be made entirely from the participating funds of the company. 

Hon. Mr. Haypen: Then the earned surplus of the company would remain 
in the company. Is that correct? 


Mr. Davies: There would have to be some surplus remain in the com- 
pany naturally, for protection. 


Hon. Mr. Haypen: There are two distinct features: there are the funds 
you are going to use to buy the shares to which only the participating policy- 
holders are entitled; and secondly, you have in the company an earned surplus 
as well? 

The CHarrMan: Which belongs to the shareholders? 

Mr. Davirs: That is right. 

Hon. Mr. Haypen: The funds you propose to use are polyicyholders’ 
funds? | 3 
Mr. Davies: That is right. 


Hon. Mr. Hara: That is not correct, because he is going to transfer 
participating policyholders’ funds over to keep the guarantee up. 


Hon. Mr. Haypen: You are going to use the policyholders’ funds to 
purchase shares. Having purchased the shares, the earned surplus in the com- 
pany which formerly belonged to the shareholders would then belong to the 
policyholders? 


Hon. Mr. Haig: That is right. 


Mr. Strkeman: Mr. Davies, to reduce the matter to simple terms are 
you not seeking exemption, or extension, on 4 (g) in order to have the exemp- 
tion apply not only to mutual life insurance companies, but to have it apply 
to income distributed in any form to shareholders? 


Mr. Daviss: No; I think, Mr. Stikeman, that you are carrying my reply 
too far. We are not seeking any change in 4 (g) nor in 17, 19 or 32 (a). We 
are merely saying in effect that we would like to deal with this taxation 
problem in just one place; we would like to deal with it at the time that our 
mutualization plan is up for consideration in the Banking and Commerce 
Committee. If we got that, that would be satisfactory. I think you can see 
the importance of that matter. It would be senseless for us to plan a mutual- 
ization arrangement, to work out all the details with the shareholders and 
policyholders, to appear before the Banking and Commerce Committee, to 
secure agreements from all parties concerned on the soundness and reason- 
ableness of our proposition, then only to find that the whole thing was thrown 
overboard by some clause in this act that was not intended to apply at all. 


Mr. StikeMAN: You do seek to cure that tax problem in a way which 
no other commercial company could cure a similar problem? 

Mr. Davies: No, I do not think so. We seek to have our interpretation 
made by the Banking and Commerce Committee, and not on independent 
rulings by the Income Tax Department. 


Hon. Mr. Hata: How does the Government ever tax that $200,000 ns 
belongs to the shareholders? 


Hon. Mr. Haypen: They taxed it before it went in there. 


Mr. Davies: If it was in the shareholder’s account,—which it is not— 
it would have been taxed when it went in there. You asked the question, 
when will the Government ever tax that amount. I think I can make a rather 
definite statement on that: I do not think they ever will tax it. 


Hon. Mr. Hate: The shareholders will never get it? 
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Mr. Davies: I do not think the shareholders will ever get it. I hope 
that the company will continue to grow, and I hope that our surplus in ten 
or fifteen years will be much greater than it is to-day. 

Hon. Mr. Farris: If this were permanently wound up and then’ the 
assets distributed, you would not dispute the rights to tax this surplus? 


Mr. Davins: We have no petition to make with respect to winding up 
at all. 

Hon. Mr. Farris: This is just a theoretical question. If there was an 
insurance company—not your company, but some other—with $200,000 surplus 
and it decided to wind up, to distribute its assets, would you say that the 
shareholders should pay income tax? 

Mr. Davis: I think that they should pay income tax on the fale that 
are ordinarily distributable at that time. 

The CHAIRMAN: It has been said here that the shareholders will never 
get his share of that surplus. I think it is very easy for him to get it. Suppose 
he buys his stock at par and pays $100 for it, and by reason of the surplus 
earned by the company and transferred to the credit of the shareholders the 
stock increases in value, goes up to $120 or $150—in some of these companies 
it has gone over $200; I know of one in particular. Then somebody. comes 
along and wants to buy that stock and he buys at the increased value. Let 
us say he pays $150. The man who is selling it gets $150, and on the $50 
which he gets over and above what he paid in the first place he does not pay 
tax. If a man wants to get his part of the surplus out, he just sells his stock 
at the increased value. 

Hon. Mr. Farris: That applies to any company. 

The Cuatrman: I am just trying to answer the argument that he never 
will get his share of the surplus without being taxed, But he will. He 
merely sells his shares. 

Mr. Davies: What I intended to say i Sonate Crerar was that the 
funds would not be distributed. You are referring to the value, Mr. Chairman. 

Hon, Mr. Hare: He only gets part of it, if he takes account of the tiie 
his money has been in and adds interest on it. Likely the Chairman put his 
money into a good company. But what about the suckers who put their 
money into poor companies? 

The Cuatrman: They say, ‘Never give a sucker a break.” 

Hon. Mr. Haypen: Mr. Davies, is it your idea that section 19 should 
be amended to provide that a plan of mutualization shall not be regarded as 
a reorganization within the meaning of that section? 


Mr. Davies: I have not thought particularly about the exact words, but 
perhaps the matter could be covered by some such wording as this in section 
32A: “The provisions of this section shall not apply in the event of moneys 
paid as a result’ of plans of mutualization involving amendment to acts of 
incorporation of life insurance companies incorporated by the Parliament of 
Canada.” 


Hon. Mr. Haypen: You are saying that it shall not be considered a 
reorganization, because Mr. Elliott made section 19 applicable on the basis 
that a plan of mutualization was a reorganization? 


Mr. Davins: If Mr. Elliott wants to come to the Banking and Comment 


Committee and make his recommendations about what should and sphere 
not be taxable, we are quite prepared to meet him. 


Hon. Mr. Hata: Instead of submitting to Mr. Elliott’s judgment you Heitld 
be submitting to the judgment of the Banking and Commerce Committee.’ 
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Hon. Mr. Haypren: In one case the door is closed, but before the Com- 


- mittee can argue his case. 


Hon. Mr. Bencu: I have been wondering about this particular point. Mr. 
Davies gives me the impression that he is afraid that if he comes to Parliament 
with a bill designed to convert this company into a mutual company and 
seeking to employ its surplus as his brief indicates the company desires to do, 
that he will be met with the provision in the Income War Tax Act which is 
insurmountable. Do I understand you correctly, Mr. Davies? 

Mr. Davies: I think, Senator Bench, that it 1s more than fear I have. 
We have been told that it will happen. 

Hon. Mr. Bencu: I suggest to you that if Parliament so decides when 
dealing with your bill designed to amend your constitution, that it should 
declare that the surplus being used in this way shall be free ‘of tax, notwith- 
standing sections 17, 19 and 324 of the Income War Tax Act, that that would 
be perfectly within the competence of Parliament. It also seems to me that the 
place and time to argue this particular point is when you come with your 
proposed bill to amend the constitution of your company. 

Hon Mr. Hata: He would have all the expense of that application and of 
the fight that he would be up against. He is in the right church. 

Hon. Mr. Hayprn: Certainly he is. 


Mr. Davies: Here is the situation, Senator Bench. Suppose that was put 
in our Act that our scheme or plan was exempt from taxation and that the 
provisions of these sections did not apply, if the Income Tax Department took 
a different view they would present our out-going shareholders with a_ bill. 
Then we would be subject to a law suit. 

Hon. .Mr.. Bencu: I should say that you would be on perfectly safe 
eround. 


Mr. Davims: Maybe, but we do not want to have to go through tigation 
to prove our case. 


Hon. Mr. Hare: I do not think any committee would make the thing final 
for you. We would be just as likely to give you as much as any other com- 
mittee. 


Hon. Mr. Haypmen: The Senate could not give anything that would mean a 
release from taxation. 


Hon. Mr. Haia: He wants us to recommend that the income tax law be 
amended so as to permit the company to do that kind of thing. 


Hon. Mr. Farris: A question that we have to consider is on what basis a 
company should be facilitated in making a reorganization that would free it 
from taxation for ever afterwards. 


Mr. Davies: This is a very serious question for you to decide, because it 
is my considered opinion—and I think it is easy to get support for it—that as 
the Act now stands no life insurance company in Canada can accomplish 
mutualization. 


Hon. Mr. Hata: Did the North American Life pay the tax? 

Mr. Davies: In its original act of incorporation the North American Life had 
a clause permitting it to mutualize. So far as I know, no other company has that. 

Hon. Mr. Haypen: Maybe you should first get an amendment to your act of 
incorporation giving you the power to mutualize. 


Hon. Mr. Bencu: Did the North American Life, by reason of its original act 
of incorporation containing a clause permitting it to mutualize, accel the 
incidence of tax on its surplus? 


268 SPECIAL COMMITTEE 


The CHAIRMAN: Yes, it did. Let me give an illustration. Take, for 
example, a life insurance company. In the first instance the shareholders 
invested, say, $100 per share. By reason of profits made by the company during 
the years the shares have become worth, let us say, $200. Now there is a desire 
to mutualize, and the policy holders would be quite willing to pay $200 a share, 
but it is found that $100 of that $200 would be taxable. Well, no shareholder 
is willing to mutualize under those conditions, because it would take. practically 
all his profits to pay the income tax. So the shareholders simply will not do it. 
I know of a typical case. I happen to be on the board of a company similar to 
Mr. Davies’ company and it would like to mutualize. I think the principle 
of mutualization is a very geod one and I think it would find favour pretty much 
throughout the country. But under conditions as they are now, if that portion 
of the selling price of a share which is greater than the amount paid in the 
first place is taxable, the thing just becomes impossible. And then you have 
to remember besides that many of these shareholders have changed during 
the years, and that some of those who hold shares at present have paid $200 
or perhaps more for them. They cannot afford to mutualize, because if they 
did mutualize they would be taxed on the amount of $100 or so per share, and 
to that degree they are being taxed on capital. 

Hon. Mr. Hata: I think we should thank Mr. Davies for coming here and 
making his representations. 

Mr. Davies: Thank you, Mr. Chairman and gentlemen. 


The CHAIRMAN: At our next meeting we expect to hear the Canadian 
Federation of Labour, the Certified Public Accountants Association of Ontario 
and the Income Tax Payers Association. 


' The Committee adjourned until Tuesday, December 11, at 10.30 a.m. 
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ORDER OF REFERENCE 
(Extracts from Minutes of Proceedings of the Senate for October 24, 1945) 


That a Special Committee of the Senate be appointed to examine into the 
provisions and workings of the Income War Tax Act and The Excess Profits 
Tax Act, 1940, and to formulate recommendations for the improvement, clari- 
fication and simplification of the methods of assessment and collection of taxes 
thereunder and to report thereon; | 


(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; | 

(3) That the said Committee shall have authority to send for persons, 
papers and records. 


Attest: 


L. C. MOYER, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
Turspay, 11th December, 1945. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and working of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the improve- 
ment, clarification and simplification of the methods of assessment and collection 
of taxes thereunder, met this day at 10.30 a.m. 


Present: The Honourable W. D. Kuler, P.C., Chairman, and the Honourable 
Senators Beauregard, Bench, Buchanan, Campbell, Crerar, Haig, 
Hayden, Lambert, Léger, McRae, Robertson, Sinclair and Vien. 


In attendance: The Official Reporters of the Senate 
Mr. H. H. Stikeman, Counsel to the Committee. 


Senator the Honourable A. N. McLean presented a brief and was questioned 
by counsel. 


Professor J. L. McDougall, M.A., Queen’s University, Kingston, Ontario,— 
and | 


Mr. G. 8. Thorvaldson, K.C., Winnipeg, Manitoba, representing the Income 
Tax Payers Association, were heard. 


At 1 p.m., the Committee adjourned to the rising of the Senate, 12th 
December, instant. 


Attest: 


R. LAROSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


THE SENATE, 
Turspay, December 11, 1945. 


The Special Committee of the Senate to consider the provisions and workings 
of the Income War Tax Act, etc., resumed this day at 10.30 a.m. 


Hon. Mr. Ever in the Chair. 
The Cuarrman: Please come to order, gentlemen. 


We had expected to have three or four briefs presented today, but there will 
be only two. I understand that the Canadian Federation of Labour desires to 
be heard to-morrow, but I do not know whether that will be possible. 

This morning Senator McLean is ready with a short brief. The Income Tax 
Payers Association is represented by Mr. Thorvaldson, K.C., of Winnipeg, and 
also by another gentleman whom he will introduce. I would suggest that we 
go on with these briefs. Afterwards I think the committee should discuss a few 
matters which have come up since our last meeting. I will call on Senator 
McLean. 

Hon. A. N. McLean: Mr. Chairman and honourable members of the com- 
mittee, 

In the statement made by the Deputy Minister of Taxation—time and 
again Mr. Elliott stressed the great. amount of detail work there was to be done 
by the staff of the Income Tax Department and how difficult it was to get trained 
men to carry out such work. The Income Tax Department has a staff of 6,887 
at the present time, we are told, and millions of income tax returns have to be 
checked over and assessed annually, which of course, is a huge and difficult 
task. Now if the number of returns could be cut down substantially, a great 
deal of labour could be saved and staff difficulties would be greatly lessened 
making it much easier to keep the work-up-to-date. Checking on the number 
of tax returns as published for last year, there were 2,450,000 taxpayers or tax 


‘returns, but the great majority of these returns came from people within the 


very low brackets. " 

There were 385,000 persons who filed returns whose income was between 
$660 and $1,000 per year. There were 1,290,000 persons who paid taxes on an 
income between $1,000 and $2,000 per year. In other words, 1,675,000 of the 
returns received last year came from people who earned $2,000 a year or under. 
The total amount collected from these people was less than two hundred million 
dollars ($200,000,000) for the year out of a total amount collected of seven 
hundred and fifty-six million dollars ($756,000,000), although those who came 
within the brackets under $2,000 a year numbered over two-thirds of the total 
taxpayers. Therefore, it is apparent that a large portion of the time of the staff 
of the Income Tax Department is being taken up with lower bracket returns. 
While these returns are often not as complicated possibly as the returns of those 
in the higher brackets, nevertheless I am told that the majority of the rebates 
go to those in the lower brackets which means a lot of work. 
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Now it has often been stated that these very low bracket returns are hardly 


worthwhile, and after examining the situation at first hand, [ am convinced — 
that such is the case, and if those who advised the statute taxing single persons 


down to $660 per year and married people down to $1,200 per year had gone 
through the country as I have done and watched the effect of this low bracket 
tax legislation on many basic industries, the Act I believe would have been 
altered long ago by granting greater exemptions to low wage earners. In this 
connection England, in their recent budget, increased their exemptions on single 
persons 37% and on married persons 30%, and the statement was made by a 
high authority in England that it had been found that taxing people in the 
lower brackets to below a decent living standard, caused absenteeism, and a con- 
sequent loss in production. 

In the United States recently twelve million people in the lower brackets 
were relieved of income taxes according to dispatches from Washington. This 
means, of course, there will be twelve million less returns for the Income Tax 
Department of the United States to examine next year, which lessens their work 
very considerably. 

It was customary in our seasonal industries before the war to often work 
a sixty hour week or even more, when the season for gathering in a certain com- 
modity was at its height—harvesting the potato crop or apple crop, cutting pulp 
wood, box wood, cord wood or other lumber products, fish processing plants, etc. 
The season, of course, often lasted only a few months but the peak load could 
be carried efficiently only by working long hours at certain times of year. In 
the fishing industry for instance, if the fish are not caught and processed when 
the schools of fish are running, they will stay in the sea. To keep production 
normal often means many hours of work per week at certain seasons. 


Now the effect of this low bracket taxation has been to place these seasonal | 


industries on a forty hour week basis or less, whether the season for the com- 
modity is at its height or not. I have looked over the payrolls of these industries 
time and again and while the first four days of the week attendance may be 
pretty fair, when it comes to Friday and Saturday, there is a big falling off in 
workers and payrolls slip to less than one half; and as far as overtime goes, 
there practically is not any done in the great majority of these industries, so a 
tax on overtime is simply a deadhead. I have had reports from industries that 
did not average four usual days per week. Managers of these industries have 
told me many times that the cause for so much loss of time was our income tax 
methods of taxing those of small incomes in a way that the more they worked in 
any week the more they paid on a graduated basis—thus destroying incentive, 
and when Friday and Saturday placed workers in a higher bracket, absenteeism 
was generally the result. 

I hesitate to mention Germany, but it has been stated in the American 
press on several occasions that Germany excelled at getting production during 


the war. I looked up the International Labor Almanac and I found Germany © 


never taxed overtime. The basic week was forty-eight hours and taxes were 
collected on that basis. Any person working hours over and above the basic 
week received time and a half for overtime and there were no taxes on the 
extra time. This, of course, gave the worker a greater incentive. Encouraging 
people to work overtime is a great aid against inflation for we all know that 
the remedy for inflation is more production. If a worker labours five or ten 
hours extra per week in a productive capacity he creates that much new wealth. 
It is true he will earn some extra money but the spending power of such money 


will be covered on the average several times by the new wealth created. — 


Therefore, any regulation that is made that discourages production stimulates 
inflation and our taxing methods as they affect the low brackets are ise oUL AES 
production all over the country in our seasonal industries. 
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A table has been shown me by an industry, where three hundred and nine 
individuals during the season paid around $6,000 in taxes. As none of these 
people earned more than $700: per annum practically all this money had to be 
rebated which takes an immense amount of time and work. Moreover these 
seasonal workers are small wage earners and need their money when it is 
earned, and it is very discouraging having it held back. More recently I under- 
stand ‘steps have been taken to partially remedy such a situation as I have 
just described. 

At present a workman in our seasonal industries is better off financially 
working around home or in his garden one or two days a week than he would 
be staying on the job, especially if Saturday counts as overtime. Labour is still 
scarce in the small towns and rural districts—there are no handy men to do 
chores. Therefore, it pays a worker to do his own work such as minor carpentry 
work, cutting wood etc., and advantage of this situation is being taken by 
workers on account of our taxing methods. 

After first hand investigation I know we are losing hundreds of thousands 
of man-hours per day through absenteeism and lack of interest in overtime. 
The whole tendency of our taxing methods as it affects the low brackets are 
to reduce working hours very substantially as far as our primary industries go, 
which are seasonal. Such a situation is deplorable as there never was a time 
in our history when there was such a tremendous need for food, shelter and 
clothing. Take, for instance, if the Government collects $5,000 in taxes from the 
employees. of an industry in a given time, but owing to the method by which it is 
collected the production of the industry is decreased by an amount equal to 
twenty thousand dollars ($20,000), then the country is twenty thousand 
dollars ($20,000) poorer and there is no way out of it. This is what is taking 
place in our seasonal industries in many parts of the country. Money without 
production to give it value is simply worthless pieces of paper. Losses in 
production amounting to hundreds of millions of dollars have taken place the 
last few years in the way I have described, and it can be attributed to our 
faulty taxation methods as it affects the lower brackets. 

If inflation means anything it means rising costs and scarcity—therefore 
any regulation or system that discourages production creates more scarcity and 
in this way the regulation defeats its purpose. Production and more production 
is the key to our present problems—financial problems as well as our other 
problems. : 

Having spent years on the production line, I know from experience, that 
incentive and not discouragement is absolutely essential for full production. 
If we raised income tax exemptions on those in the lower brackets, the increased 
production would far more than pay for any monetary loss to the country. 
In fact it would be made up several times and there would be the sales tax 
plus the tax paid by manufacturers, wholesalers and retailers on this increased 
production as it passed through the channels of trade and the country would 
get the benefit of increased production at a time when the need is so great. 
Certainly after a man works the customary week, there should be no tax on 
overtime. It often requires a considerable effort for the man to work ten or 
fifteen hours overtime after he has done the usual week’s work, and there 
should be a strong incentive to encourage him to do the extra work. Coal 
mining for instance has been seriously affected by taxes on overtime. Taxing 
such overtime simply places, a penalty on initiative and is it any wonder so 
little overtime is worked in our seasonal industries? 

I would strongly suggest that this Honourable Committee include in their 
recommendations that exemptions be raised on those who come within the 
very low brackets and that the tax be taken off overtime, and as a production 
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man I know the country as a whole will be largely benefited by greatly 
increased production in our primary and. seasonal industries, and such production 
is sorely needed at present. , 

Also if the income tax, as it affects the very low brackets, is adjusted 
along the lines I have pointed out, then the income tax staff will have much 
more time to carry out their work promptly and efficiently. 

In closing, I would like to refer to a letter published in the New York 
Times recently and written by Mr. Bernard Baruch, Elder Statesman and 
Advisory of Presidents, in which Mr. Baruch stated in the strongest terms that 
maximum production at this time meant everything, and all handicaps on 
production be removed except the rules of conservation, otherwise the United 
States would encounter extreme trouble leading to chaos. Here in Canada the 
time is long past due when the serious handicap of bad taxation methods, as 
I have described and which has proved a ball and chain on production, should 
be removed. 

There is another phase of our taxation system to which I would like to 
call the attention of this Honourable Committee and that is in connection with 
companies operating in Canada and which.are wholly or partly owned outside 
the country by a parent corporation. Most of the so-called cartel companies 
belong to this class. Our tax system encourages shareholders to live outside 
of Canada, which is no way to build up a country. 

This is the way taxation on foreign held companies works out according 
to Canadian tax methods. I understand that in practice if a subsidiary 
company is considered wholly owned outside Canada this means 90 per cent 
is held abroad, leaving 10 per cent to qualify Canadian directors who I would 
consider in the majority of cases would really be front men. Then, there are 
no income taxes collected at all when dividends, which we know are substantial, 
are paid by the Canadian company to their owners abroad. Now a parent 
company or outside owners can conveniently keep these dividend payments 
in their treasury and avoid taxation, or if they pay same out to shareholders 
they escape the double dividend tax like we have it in Canada. Europe 
encourages foreign investments and shareholders get credit for the income 
tax already paid by corporations or parent companies and they themselves, 
i.e. the shareholders, do not have to pay a tax on dividends at all unless in 
exceptional cases where a shareholder has a very large income, then they pay 
the difference between the rate of tax of the company and their own bracket 
tax. In other words, for instance, if a company tax in England was 40 per cent 
and a shareholder bracket tax was 50 per cent, then only 10 per cent would be 
paid by the shareholder. This is quite different from the way we collect tax 
on shareholders’ dividends. It is easily seen how our tax system treats investors 
abroad much more favourably than we do our own citizens. 

Furthermore, our tax system encourages the setting up of so-called front 
men for directors in Canada instead of real working directors with a substantial 
interest in the company. Had we the latter kind of directors in some of the 
cartel companies operating in Canada, but owned abroad, I am sure the brakes 
would have been put on some of the infamous trade practices which the cartel 
report tells about. | 

Then again, take the case of Canadian companies which are less than 90 per 
cent held outside Canada, a flat tax of only 15 per cent is charged on dividends 
going outside Canada. This is something, of course, but 1t does not seem to be 
enough when these dividends are going to a parent company abroad. 

The CHAIRMAN: Senator McLean, you mentioned that in Canada we have 
double taxation. That is, a joint stock company pays tax on its profits, and 
when the profits are distributed to the shareholder, the shareholder again pays 
taxes. 


Hon. Mr. McLean: Yes, he again pays income tax. 


TAXATION 273 — 


The CuHarrMAN: Is it the same practice in the United States? 

Hon. Mr. McLean: I think it is, but it is not nearly as steep as in Canada. 

The CuHairMAN: They do not make exemption for the fact. that the 
company has already paid a tax? 

Hon. Mr. McLean: No, that is not considered. 

Hon. Mr. Hayprn: In England they do consider it, but not in the United 
States. 

The CuarrMan: In Canada the shareholder used to get an allowance for 
what his company had already paid. I think it was something like 8 per cent. 
However, that was done away with some years ago. 

Hon. Mr. Crerar: Senator McLean, you mentioned the fact that in the 
recent British budget a large number of people in the low income bracket were 
exempted? 

Hon. Mr. McLean: Yes sir. 

Hon. Mr. Crerar: Where does England start to tax? 

Hon. Mr. McLean: Their tax was a little lower than ours before they 
raised it to this 37 per cent on single people and 30 per cent on married. 

Hon. Mr. Crerar: It is substantially lower? 

Hon. Mr. McLean: Yes, but subsidies were very heavy, keeping the cost 
of living down. 

Hon. Mr. Crerar: I think the exemption in the lower income bracket is 
not as high in Britain as in Canada. 

Hon. Mr. Haypren: That is correct. 

The CHAIRMAN: You mean on lower incomes? 

Hon. Mr. Crerar: Yes, on lower incomes. 

Hon. Mr. McLean: Yes, that is correct, they give greater exemptions; for 
instance, a man with two children has to make over $2,000 before he is taxed. 
: Hon. Mr. Crerar: Mr. Stikeman, do you know where they start to tax in 

Britain at the present time? 

Mr. Stikeman: I believe it is $400. I believe it was a little higher than 
our base of $660. They came down from $725 to $620 and now at $400 I 
believe. 

Hon. Mr. McLean: In the recent budget they raised that to 37 per cent 
for single men and 30 per cent for married men. The Chancellor said the reason 
they were doing that was because they had so much absenteeism, and its effect 
upon production was very serious. 

Hon. Mr. Crerar: We can ascertain just how we stand compared to both 
Britain and United States. If you increased the exemption to the point suggested 
what. loss in revenue would that mean? 

Hon. Mr. McLean: According to the figures I took from the Financial 
Post for last year around $200,000,000. 

Hon. Mr. McRarg: Mr. Chairman, when Mr. Elliott was before us I wished 
to ask him that question but was not present. I asked him the question person- 
ally and I think he has the information. If we increased the exemption for 
single men to $1,000 and married men to $2,000, how many people would that 
eliminate from those two and a half million returns and what would be the effect 
on revenue. 

Hon. Mr. McLnan: My information is two-thirds. 

Hon. Mr. McRag: I think Mr. Elhott can give you those figures definitely. 
Fe Hon. Mr. McLean: I took the figures from a table published in the Financial 

ost. 
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The CuatrMAN: Did you say the reduction would be about $200,000,000? 

Hon. Mr. McLean: Mr. Elliott. has just sent me a note and he said it 
would be nearer $300,000,000. I am talking about the figures for 1944, I do 
not. know about 1945. 

Hon. Mr. Crerar: The United States are taking some 12,000,000 people 
out of the tax bracket? 

Hon. Mr. McLean: If this Act goes through, and we have every reason to 
believe it will, 12,000,000 people who paid taxes last year, will you not pay 
taxes in 1946. 

The CHamrMAN: I. understood you. to take exception, Senator McLean, to 
the 15 per cent that we deduct from dividends that go to foreigners. Am I correct 
in assuming that you thought that figure was not high enough? 

Hon. Mr. McLean: I do not think it is high enough. 


The CuHatrmMan: If I remember correctly, it was 5 per cent reciprocal at 
one time, then was raised to 15 per cent; the United States promptly raised 
to 174 and then to 274 per cent; then we repented and got together and made 
it 15 per cent reciprocal. Do you think that is not high enough? 


Hon. Mr. McLean: I certainly do not object to it, but I think we should 
get more. 

Hon. Mr. Vien: Do you not think capital investments in Canada are 
discouraged? 

Hon. Mr. McLean: Some kinds of capital invested in cartels here should 
be discouraged. 


Hon. Mr. Vien: As related to cartels, I entirely agree. But a young country 
must necessarily have capital to develop her natural resources. 


Hon. Mr. McLran: When you borrow capital you are borrowing production 
from the other country. We have great potential SN ee in this country, 
and we want to develop it. 


The CHAIRMAN: I suppose it is your thought that if it went back to 274 
per cent that it would discourage Americans putting their money in” Canals 
and likewise discourage Canadians from putting their money into American 
enterprises? 

Hon. Mr. McLean: It would work both ways. 


The CHatrMAN: I think there is a predominance of American capital in 
Canada over Canadian money in the United States. 


Hon. Mr. McLrawn: . Yes, much so. 


Hon. Mr. CampsBetu: It was your feeling that there should be a distinction 
made between the treatment of a parent company in the United States receiving 
dividends from a fully-owned Canadian subsidiary free of tax as against, say, 
a company who carries on business in Canada and has a wholly owned sub- 
sidiary in Canada and draws dividends free of tax. You made that point, but 
perhaps not in that way. 

Hon. Mr. McLean: Yes, I felt that shareholders living in the country should 
come out as well in the final analysis as people living abroad. We are really 
encouraging shareholders to live abroad, under the present set up. 

Hon. Mr. Camppeti: Dealing with corporations, do you feel that there 
should be tax imposed on dividends paid by a wholly owned Canadian sub- 
sidiary of an American company to the parent company? 

Hon. Mr. McLean: Yes, I certainly do. 

_ Hon. Mr. Campseui: You realize that you would be treating Hels company 
different from a parent company resident in Canada under our laws? 


TAXATION. 275 


Hon. Mr. McLean: Yes, I think the tax should be on where the money 
is going out of the country. | 
Hon. Mr. Lampert: If you had a Canadian company and the stock was 
owned in Great Britain or the United States, whether it was a main company 
or not, the imposition of 15 per cent or more would be the same as if it was a 
branch. The point you made about a branch company would apply to the 
parent company? 

Hon. Mr. Campseti: Yes, but you must distinguish between individual 
shareholders and corporation shareholders of wholly owned subsidiaries. 


Hon. Mr. McLnuan: I think in Canada it is hardly practical because there 
are sO many companies set up for bookkeeping purposes. If there was a tax 
problem they would amalgamate with the parent company. 


Hon. Mr. Vien: Senator Campbell, why should there be a difference 
between the tax charged and the dividends paid either to parent companies or 
wholly owned subsidiary shareholders? For instance, a company is incor- 
porated with a capital of $100,000 and declares a dividend of 5 per cent or 10 
per cent. Whether the dividends are paid to the parent company or to individual 
shareholders in the United States, what is the difference? 

Hon. Mr. Camppeiu: There is a difference. 

Hon. Mr. Vien: Why should there be a difference in the treatment of the 
tax charged on dividends, whether to the parent company or to the share- 
holder? 

Hon. Mr. Bencu: In reply to a point raised by Senator Vien, is there not 
a reciprocal arrangement exempting from duplicate taxes these individual share- 
holders? I understand the result is that individual shareholders pay only one 
tax. 

Hon. Mr. Hata: Mr. Chairman, I suggest Mr. Stikeman ask some questions 
of Senator McLean. 

Mr. StikemMan: I would like to ask Senator McLean whether he would 
give every worker a specific additional exemption which would measure his 
overtime, or in what manner he would propose to exempt overtime. 

Hon. Mr. McLean: I should think there should be a base week; there 
should be a flat tax based on a week of forty-four hours, forty-eight hours, or 
whatever you want to make it. Then if a man wants to work sixty hours, 
seventy hours, or seventy-five hours his work beyond the base week would not 
be taxable. 

Mr. StikKEMAN: You would not tax him on that portion? 

Hon. Mr. McLean: No tax whatever. 


. Mr. StrkeEMAN: How far up the working scale would you go? Would you 
apply that theory to salaried people? 


Hon. Mr. McLean: Well, most provinces have a base week for labour. 
I did not go into the salaried scale; I am talking about labour. 


Hon. Mr. Crerar: Will you apply that to Cabinet Ministers? 
Hon. Mr. McLean: They can look after themselves. 
Mr. StrkEMAN: Would you apply that to piece workers? 


Hon. Mr. McLean: Piece workers practically get the same rates. I would 
apply it to these workers if they were put on a base week, and they wanted to 
work overtime. 


Mr. StrkKEMAN: How would you measure their overtime? 
’ Hon. Mr. McLean: They would be governed by the base week. 
Mr. Stikeman: The base week might vary from province to province? 
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Hon. Mr. McLean: Yes. | | 

Hon. Mr. Haypen: It would depend on their regular rate of pay. If they 
became entitled to any extra that would be for overtime. 

Mr. StikemMaN: Take for instance the man who works slowly and is 
inclined to work overtime to get a greater portion of his income exempted from 
tax? 

Hon. Mr. McLean: You mean that he slowed down from the regular time? 

Mr. STIKEMAN: Yes. 

Hon. Mr. McLean: Well, in seasonal industry if he slowed up he would 
be fired. I never knew an incident of slowing up in seasonal industry. 

Mr. Strxeman: But if you gave a man the advantage of having part of 
his income tax free, surely he would be tempted to slow down. 

Hon. Mr. McLean: I hesitate to bring Germany into this discussion again 
but if you look up the years 1936, 1937, and 1938, they made a very 
exhaustive test at that time. 

Mr. StikeMAN: I think there was more incentive to work in Germany than 
the question of tax. 

Hon. Mr. McLean: They had a forty-six, forty-eight and a fifty-four hour 
week. When the war started, they threw it all into a forty-eight hour basis. 
While they had no love for certain foreign people in Germany, working for 
them, they also gave this foreign element the same deal as their own people. 
It was not because they liked the Poles or any other race, but after six months 
trial with their own people they called in the foreign labour and said, “If you 
want this here, you can have it.” The scheme must have produced greater 
production. | 

Mr. STIKEMAN: The term “overtime” is really a misnomer. ‘There is 
no tax directly aimed at overtime. It is merely overtime pay which is added 
to the total of the worker’s income and makes him subject to the rate of tax 
on that amount of money. Therefore, it would seem to me to be very difficult 
to exempt overtime. 

Hon. Mr. McLean: Conditions are different in different Provinces. I think 
every Province really has a base week. I would be guided by what the laws of 
the Province are. Let me give a concrete case. A warship comes into the port of 
Saint John on Saturday afternoon and wants 60,000 pounds of coffee ground and 
eot ready by Sunday noon. Well, that means that some of these workers 
have to work all Saturday afternoon and Saturday evening. Some of them 
probably have their homes in the suburbs, and they have to buy their evening 
meal in town. Then they have to work Sunday morning and are kept away . 
from church. 

Hon. Mr. Durr: They should go to church. 


Hon. Mr. McLean: Good wages are paid, but after the foreman is taxed 
on the overtime he gets $3. The rest of the staff get less than $2. Aside from 
patriotism there is no incentive for people to work overtime when they are 
treated in that way. 

Mr. Stikeman: The same tax, however, would apply to all their income. 

Hon. Mr. McLwan: The overtime puts them in a higher bracket. 


Hon. Mr. McRar: Senator McLean, in view of the unemployment which 
we may have to face, would you not confine your remarks to seasonal workers, 
such as fishermen and others, that you have referred to? I know that fishermen, 
have to work long hours when the fish are running. We can justify that, I think. 
But if you get into the broad field of overtime, in view of the question of 
unemployment I do not think I would hold with you on that. 
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Hon. Mr. McLean: I am agreeable to that. An industry that has its 
raw material coming in every morning at eight o’clock, and the employees 
working until five every day, is not in nearly the same position as a seasonal 
industry. An ordinary industry of that kind has a regular week, but a seasonal 
industry has to take care of a peak load. There is a maldistribution of employ- 
ment to-day, as I see it. War industries resulted in the transfer of large numbers 
of people from certain parts of the country to other parts. Train loads left 
the Maritime Provinces and went to centres like Windsor, Montreal and 
Toronto. Those people really do not belong there. The cities where they have 
gone will do well if they can take care of their normal population. But those 
people have not come back to the east, to the pulpwood and the lumber indus- 
tries. They have remained in those cities, and I understand a good many of 
them have gone on unemployment insurance. Tens of thousands of people are 
needed in the east right now for cutting pulpwood and boxwood and for fish 
processing and for farming. The people who ordinarily would have been 
available for this work were attracted to the war industries elsewhere where they 
were paid big wages, much more than we can pay them in the east. 


The CuarrmMan: And that accentuates the housing shortage. 


Hon. Mr. McLean: Yes. We say we are building houses for veterans, Go 
along certain streets in the big cities and you see these small houses. I remember 
the unemployment commission checked up and found eight and nine persons 
living in a room in some cities. Well, the people have got spread out and 
when the veterans come back there are no houses for them. We would not 
have to build houses for veterans if the other people had remained living 
under the conditions in which they lived before the war. 


Hon. Mr. Vien: How do you suggest we should proceed to urge those 
people to go back to their former occupations? 


Hon. Mr. McLean: Well, we might perhaps provide a substantial trans- 
portation allowance and build a few houses in the small towns back home. 
If people were guaranteed transportation back to where they came from, and 
housing there, that would be a good deal better than going on the unemployment 
insurance in the big cities. 


Hon. Mr. Vien: Are those jobs in the Maritime Provinces sufficiently 
advertised? 


Hon. Mr. McLean: Yes, we have ads about the jobs in the pulp and paper 
industry and so on right along, but the wage is not nearly as high as these 
people have been used to getting in war plants. 


‘ Hon. Mr. Paterson: Mr. Chairman, may I ask Senator McLean a ques- 
tion? He mentioned that the taxation brackets included 1,300,000 people who 
have an income of a thousand dollars a year or less. 


Hon. Mr. Hata: No, an income between $1,000 and $2,000. 


Hon. Mr. Paterson: He suggests that those people be excluded. If that 
were done the country would lose about $200,000,000 of taxes. How would that 
amount be made up? Would it have to be added to the taxes paid by people in 
the higher brackets? 

Hon. Mr. McLean: You speak of the tax receipts. The real wealth of 
this country is what we produce from the land and the sea. Anything that 
slows up production slows up our flow of wealth. I know from experience that 
if you gave tax relief to people in our seasonal industries the amount would 
be many times covered by the increased production. Once commodities are taken 
from the land and sea they enter into trade, and become subject to the sales 
tax, the various taxes on processors and retailers and so on. You would have 
that much new wealth, so the tax exemptions would be easily made up. 
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Hon. Mr, Parerson: It might be all right if you could persuade Mr. © 
Fraser Elliott of that. , | 7 ; 
Hon. Mr. Bencu: It might be more important to persuade Mr. Isley. — 

Hon. Mr. Campsetit: From your experience can you say that production 
has fallen off in seasonal industries since the workmen in these industries have 
been taxed? 

Hon. Mr. McLean: I know it has fallen off in certain seasonal industries. 
Great efforts have been made to increase production, but it would have increased 
fay more. If you remember the years leading up to the war you will remember 
that a good many of the seasonal industries engaged in primary production 
were not very busy then. . 

Hon. Mr. Bencu: Was it not by reason of the very situation you are 
speaking about that the Government found it necessary to -increase the 
exemption on earnings of married women during wartime? As I recall, it was 
found in war industry that as soon as married women had earned $660 they 
left their employment and went back to their homes until the beginning of 
the next calendar year. That meant a decline in production, and as a result 
the Government found it necessary to increase the amount which a married 
woman could earn before being subject to tax to something like $750, I think. 
Am I correct in that? | 

Mr. StikEMAN: The Government prevented the husband from losing his 
marriage exemption, and that had the same effect. 

Hon. Mr. Bencu: But I suggest the basic reason for increasing the 
exemption on the income of married women was the same as Senator McLean’s 
reason for advocating exemption-of tax on overtime earnings. 

Hon. Mr. Hara: Mr. Chairman, this is a very interesting discussion, and 
Senator McLean has made a real contribution, but he is here with us all the 
time, and I think we should proceed to hear others who are not remaining with 
us. We are not going to lose Senator McLean. | 

The CuarrMAN: We are going to lose him as soon as this Committee is 
dissolved, which will be on prorogation. He will not be available to us for 
two months or so after that. 

Hon. Mr. Hata: I think we ought to go on with the next presentation. 

The CuarrmMan: I do not. like to shut off discussion. Is there any other 
question? 

Hon. Mr. Davies: Mr. Chairman, I was a little late getting in and I did 
not hear Senator McLean’s presentation. I gather from some questions that 
Senator McLean was advocating that dividends paid from a parent company 
to a subsidiary company be taxed. 

Hon. Mr. McLran: No, I am not advocating it. It would not be prac- 
ticable in this country, because we know that some subsidiary companies are 
‘set up for book-keeping purposes. 

Hon. Mr. Davies: On the other hand, in some cases are there not share- 
holders of subsidiary companies who are not shareholders of the parent company? 
And is it not a fact that these shareholders may have to pay taxes, whereas the 
subsidiary company whose controlling interest is probably owned by the 
parent company does not have to pay taxes? 

Hon. Mr. McLean: Quite right. 

Hon. Mr. Bencu: One question on the point which has been raised by 
Senator Davies. I understood Senator McLean to say that exemption of 
dividends paid by a wholly-owned subsidiary to a United States parent company 
encourage the emigration, shall I say, of capital and shareholders from Canada. 

Hon. Mr. McLean: Not necessarily of capital, but of shareholders. Share-. 
holders-living outside the country have to pay less taxes. 
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Hon. Mr. Bencu: You say, as I understand it, that a person holding shares 
in a United States parent of a wholly-owned subsidiary would have an incentive 


- to move to the United States because the rate of tax which he is called upon 


to pay on the earnings of the wholly-owned subsidiary is less in the United 
States than in Canada? } 

Hon. Mr. McLean: No, it is in Europe where they do not have the double 
dividend tax. Many of these companies are controlled in Europe. Their stocks 
are on the Amsterdam and London exchanges—or rather, I should say that 
they were; most of them are probably on the London exchange alone now. 
Europe encourages foreign investment. Say I am a shareholder in Canada 
holding stock in some company here—it might be the Booth Company or the 
Eddy Company—and I move over to London, I am not taxed the same as if 
I had stayed in Canada. I make a gain, I have an advantage, although my 
investment is in the same company, because Europe does not have the double 
dividend tax. But the United States has, although it is not nearly as heavy 
as it is here. 

Hon. Mr. Bencu: Does the exemption between a wholly-owned subsidiary 
and its parent apply regardless of the residence of the parent company? 

Hon. Mr. Haypen: Between one Canadian company and another it is a 
matter of law, but where the international element comes in it is a matter of 
convention. | 

Hon. Mr. Bencu: If you were a resident of Holland holding shares in a 
Dutch parent of a wholly-owned Canadian subsidiary, you would not get the 
benefit that you suggest, would you? 

Hon. Mr. McLean: You would be subject to the laws of Holland, whatever 
they are. At the present time I do not know whether Holland has the double 
dividend tax that we have. ) 

Hon. Mr. Bencu: But the wholly-owned Canadian subsidiary would have 
to deduct at the source the tax that it was paying to the Dutch parent, would 
it not? ; 

The CHarrmMan: Perhaps Mr. Stikeman should answer on that point. 


Mr. Stikeman: In certain cases the Canadian wholly-owned subsidiary 
would be required to deduct the tax going to the parent in Holland, assuming 
that Holland has not got a reciprocal arrangement with us for exemption, and 
assuming that the Canadian wholly-owned subsidiary is the kind of company 
which we call a non-resident-owned investment corporation. Section 9B, sub- 
section 12 (a) of the Income War Tax Act says: 

Dividends paid or deemed to be paid by Non-Resident-Owned Invest- 
ment Corporations / 
That is, Canadian wholly-owned subsidiaries. 
shall not be taxed under subsection 2 of this section, 
That is the subsection which imposes a tax of 15 per cent on dividends that go out 
of Canada. | 
provided that there has been paid in respect of the income earned between 
the 1932 fiscal period and the fiscal period first taxed by reason of election 
under subsection 4 of section 9 of this Act, or in respect of dividends 
equal in amount to the said income, an amount of tax equal, in the - 
aggregate, to 5 per centum of the said income. 

Hon. Mr. Bencu: What does that mean in plain language? 

Mr. St1keman: This means that dividends paid outside of Canada by a 
Canadian company which is of the kind defined as Non-Resident-Owned Invest- 
ment Corporation by Section 2 (1) (p) of the Income War Tax Act, which, I 
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believe, approximates Senator McLean’s description of a company as being one 
incorporated in Canada at least 95 per cent of the shares and bonds of which — 
are beneficially owned by non-residents of Canada, and whose gross income 18 — 
derived from dealing in securities, lending money or from estates and trusts, are — 
not subject to the 15 per cent tax at the source imposed by section 9B subsection 
(2) under certain conditions. These conditions are that the Non-Resident-Owned 
Investment Corporation must have paid tax in Canada equal in the aggregate to 
5 per cent of its income which it earned between 1932 and the date of its election — 
to be treated as a Non-Resident-Owned Investment Corporation. Once the : 
election has been made and accepted by the Department such a company is 
taxed under Schedule E of the First Schedule to the Income War Tax Act at a 
rate of 224 per cent per annum only. 

Another example, as the Honourable Senator Campbell points out, of divi- — 
dends paid abroad by a Canadian company which are not subject to the 15 per — 
cent tax at the source is found in subsection (11) of section 9B under which ! 
dividends are not taxed which are paid to a non-resident company by a Canadian — 
company, all of whose shares (less directors qualifying shares) which have under — 
all circumstances full voting rights, are beneficially owned by such non-resident — 
company. There is a proviso in this case, however, which further narrows the — 
exemption that not more than one-quarter of the gross income of the Canadian — 
company must be derived from interest and dividends other than interest and — 
dividends received from any wholly-owned subsidiary company. | 

The Honourable Senator Hayden has put his finger precisely on the point in 
his reference to the two sources of the law in this connection:—the law as found 
in the statute and that found in International Conventions or Agreements. Under || 
the statute the basic principle is that dividends paid to shareholders abroad by a 
Canadian company are subject to deduction of 15 per cent at the source. There — 
are a number of exceptions to this, two examples of which I have given in my ~ 
earlier reference to subsections (11) and (12) of section 9B. In addition, how- 
ever, the basic principle may be set aside or modified by the incidence of uni- | 
lateral international agreements of a reciprocal nature, such as the Canada- 
United States Convention for the avoidance of double taxation, or by what are 
in effect multilateral undertakings to recognize reciprocal exemptions of dividends 
and interest under certain specific cases. Thus, to say what tax may be borne 
by dividends paid by a wholly-owned Canadian subsidiary to its parent company 
in the Netherlands, according to the example given by the Honourable Senator, 
would require a knowledge of the class of company into which the Canadian 
subsidiary falls under our taxing statute as well as a knowledge of the current 
conventions or agreements which may exist between the Netherlands and Canada. 

Hon. Mr. Campsetu: Subsection (11) also applies. 

The CuairMAN: Unless someone else is particularly desirous to ask Senator — 
McLean questions, I think we should accept Senator Haig’s suggestion and 
proceed to hear the next presentation. 

Next is the Income Tax Payers Association represented by Mr. G. 8. 
Thorvaldson, K.C., of Winnipeg. 

Mr. Tuorvaupson: Mr. Chairman and gentlemen, I wish to express the 
appreciation of the Income Tax Payers Association for the opportunity of 
appearing before this committee: Our submission is in two parts. When this 
committee was appointed the Association retained Professor McDougall, Asso-_ 
ciate Professor of Commerce at Queen’s University, to prepare a brief, which 
will be the first part of our submission. I would ask that he be heard now. — 

Mr. Jonn L. McDovueauu, (Associate Professor of Commerce, Queen’s 
University): Mr. Chairman and members of the Committee, ! 

I have been asked by the Income Tax Payers Association of Canada 
to make a study of the income from commercial operations carried on in 
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Canada which is currently exempt from Income and Excess Profits taxes under 
the exemptions set out in those statutes, to make estimates of the amount of tax 
revenues lost to the Dominion in 1944 by reason of those exemptions, and to 
submit those estimates to your Committee with such comments as I feel to be 
justified by that study. 

This is that report. It does not deal with all tax-exempt organizations, 
but is confined to those whose primary functions are business activities—the 
Canadian National and its subsidiaries, the liquor control boards, electric power, 
telephone and street railway ventures owned by provinces or municipalities, 
and the great trading co-operatives. These are all of them business activities, 


‘not specifically governmental activities; but under the law as it now reads 


they are all of them exempt from the income taxes to which other trading 
ventures, some of them competitors, are subject. 

It leaves entirely to one side all charitable and non-profit organizations, 
some of which enjoy substantial investment incomes. 

Within the narrower range that is left, no attempt is made at an approxim- 
ation to the amount of the exemptions received by tax-exempt organizations on 
the basis of the aggregate sales volume of all such in a particular field, or 
otherwise. No organization’s income is included in Table 1 below unless a 
full set of its annual published reports for the relevant years, (normally 
1936-39 and 1944) was available. 

This rigid limitation explains why no. estimate appears herein for the 
income of co-operative merchandising corporations. Scattered reports are 
available for some of them for certain years, but it did not prove possible to get 
full and detailed reports for any one of them for the whole period. Therefore 
none is included herein, even though the recently published Report of the Royal 
Commission on Co-Operatives shows that they have an aggregate sales volume 
in the order of $260,000,000, excluding grains and seeds, presently escaping 
taxation. 

In justification of that $260,000,000, the value of commodities marketed by 
co-operative organizations in Canada in 1944 was $459,537,000. In addition 
there were merchandise and supplies purchased by co-operative organizations to 
a total of $65,509,000. These give a total of $526,046,000. I managed to cover 
the three western pools in Table 1. Therefore I deduct all grains and seeds 
marketed, $264,201,000, leaving a balance which I do not cover of $260,845,000. 
This may seem regrettable, but it was judged better to produce a total which 
was clearly an underestimate, both because each of its components was 
almost certainly an under-estimate of the true tax liability of that organi- 
zation, and because many organizations, and even whole groups of such 
organizations, are excluded, than to aim at an inclusive estimate some of 


-whose parts would be weak. 


A further reason for the shortness of the list of organizations covered 
is that some tax-exempt organizations provide reports which are in the highest 
degree voluminous, but which do not provide a full statement of their income. 
The Hydro-Electric Power Commission of Ontario, for example, has issued a 
report of 370 or more pages in each of the years 1939-44. It provides the fullest of 
information upon many aspects of its own and of its member municipalities’ 
activities: but it does not give a full statement of its income. It shows the 
financial results of its electric operations only and refuses to divulge the amount 
of its invesment income, which is very substantial. For that reason it could 
not be included in the main estimate. Certain details upon it, together with 
copies of the correspondence in which that refusal to give an income statement 
is made, are given in Appendix I. 

Net income as reported by the organizations in question is normally 
taken as the taxable profit or gain, and adjustment is made to that figure 
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only when it is completely clear from the published eiayernente that some 
item (or items) is clearly not an expense at all but part of the profit or gain 
of the year. For example, sinking fund for the retirement of the debt of an 
organization, which is also providing generously for the depreciation of its 
tangible assets, is clearly not an expense of operation but an increase in the 
total owned capital. 

Obviously such adjustments are a small fraction only of the adjustments 
which would be made by an accountant employed by the Department of 
Internal Revenue (Taxation) with full power to call for the production of 
books and papers and to examine the original vouchers. 

The estimate of the income of tax-exempt organizations which follows, 
and of the tax which is not collected by reason of exemptions given, is therefore 
a minimum estimate only, on two counts:— 

(a) wide areas of the tax-exempt field are omitted because the 
reports 

(i) could not be had 
(ii) were in such form as to be beyond analysis unless supplemented 
by detailed examination of the supporting accounts. 
(ii) were otherwise unavailable. 

(b) even for the limited few organizations whose reports were 
available and in acceptable form, the estimate of the tax which would 
have been due on 1944 operations is clearly an underestimate of the 
amount which would be found by an accountant operating under the 
powers of the Department. 

Table 1 which shows these results in condensed form follows below. 

TABLE 1 


Tax-Exempt INCOME AND THE INCOME AND Excess Prorits TAXES WHICH WOULD OTHERWISE HAVE BEEN 
PAID UPON SucH Income oF CERTAIN CANADIAN ORGANIZATIONS WHOSE PRIMARY FUNCTIONS 
ARE Business Activitizs ON THE RESULTS OF THEIR 1944 Fiscan YRARS 


| 


Income and 


Organization Riou Excess Profits 
Taxes thereon 
1. Liguor Control Boards of the Provinces of Nova Scotia, New g § 


Brunswick, Quebec, Ontario, Manitoba, Saskatchewan, Alberta, 
and British Columbia, not including permit revenues or law 
enforcement expenses when charged to the Board.............: ! 


53,023, 692(b ) 37,433, 705(b ) 


2. Organizations controlled by the Dominion Government— 


(MoWanadian National Railways it ouiui ot asa ene ALion Ome, 23, 026, 924(c) 9,671, 308(c) 
(en) rans-Canada Airlines). 4 3 ones Ae toe RMT Ge 2 ee 237,409 9 
Gii) Canadian National (West Indies) Steamships, Ltd....... 1, 452, 633 1,199, 614 
BUA OLON COMMA SDOLLALIONMG OMI MAISSIOMe Geta ener iee ae ere 7,197, 134(d) 4,331,907(d) 
ANSEL TON LLCS Ts Eval WEY yee Allin, aid aCe ace ON i ie Se rte Nee 671,979 563,915 


. Municipalities, members of the System of the Hydro Electric 
Power Commission of Ontario, on a consolidated basis and 
covering their own operations only. Changes in their equity 
imsthe) Commission itselt are exclugedc nwa, ool eek 


or 


| 7,155, 544(e) 


3,300, 290(e) 


6. Manitoba Telephone System:........... PAAR ONE Sale emai GS rN 2,417,518 1, 522,138 
7. Department of Telephones of the Province of Saskatchewan... 1, 162,070 701,626 
8. Alberta Government Telephones............ ER AEST Dr ence eeltat ai 2,541,342 1,521,886 


. Quebec Hydro-Electric Power Commission........3..........5 


13, 648, 511 (f) 


5,328,401 (f) 


10. The three wheat ‘‘pools’”’— : 
22H UY 2h shee Ot tah Men MME LU RRL SCD mUTee Un YRS MLPA TG Damm ANT OE Dea A 2,546,890 1,018, 756(g) 
CD) DASE ACONE WAT hein taste meet een fie Relies Rata iy ies mea 7, 883, 326 3,310, 997 
VONAHpeT tan iii ie ddl pa eis tien Ea a ib aay 7} eh On AUS StA Bc 8 1,512, 751, 605, 100 
124,477,723 70, 604, 607 


Obviously a statistical table is as good as the assumptions made upon it and the work which underlies 
it, and that page is followed by two and a half pages of notes, which explain it rather fully. 
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(a) All figures are rounded to the nearest dollar. 

(b) The permit revenues are clearly something which the province might, under the law, collect 
whether or not they take over a monoply control of the sales of alcoholic beverages. Equally 
clearly, it is a source of revenue which could not be policed unless it were based upon such 
monopoly control. 

If such permit revenues had been taken as commercial revenues, then the total income would have 
been increased to $62,923,104, and the total tax to $42,867,840. Practically the whole of the difference 
is concentrated in the accounts of the Provinces, of Quebec, Ontario and Manitoba. 

(c) Any computation of the income of the Canadian National Railways as a commercial organization 
must rest squarely on assumptions which are at least open to question, because it was so clearly 
not run on a commercial basis before the war. In the years 1936-39 it earned only a very slight 
part of its interest and fixed rental charges payable to others. The Dominion government kept 
it in being by appropriating money each year to cover its deficit. In 1944 it covered the whole 
of its interest charges payable to the public and some $23,000,000 beside and in 1943 it earned 
over double the amount of its interest charges. 

The above calculation leans over backward to assume that the whole of the interest charges are an 
expense. It would be equally plausible to argue that whatever the form of words used to describe it, 
the debt of the Canadian National payable to the public (including therein that amount payable to the 
Dominion itself in respect of securities formerly held in the United Kingdom, but which were taken over 
by the Canadian government as part of the general scheme for the financing of exports to Britain during 
the war) and totalling $1,291,329,758 at December 31, 1944, is in fact part of the general debt of the Dominion 
government. Without the Dominion government as their guarantor, express or implied, the presently 
outstanding securities would clearly all become highly speculative. 

If that assumption is made and the whole of the “net income available for payment of interest’’ 
See me the Company in 1944 is treated as earnings on the proprietor’s equity then the tax becomes 

29,860,557: 

If the calculation is made instead on the ‘‘income available for fixed charges’’ (for which, see Canadian 

tale Railways 1923-1944 (Ottawa: Dominion Bureau of Statistics, 1945), table 1), the tax becomes 
30,858,968. 

(d) There is a logical problem in the handling of the accounts of any government trading venture 
which was brushed in the case of the Canadian National, and which to some extent affects them 
all. When the government concerned advances funds on open account to finance their trading 
activities it is easy, and seemingly logical, to treat those advances as the capital employed by 
the organization. This was done as a matter of course in relation to the several liquor control 
boards. But it is equally possible for the government to guarantee the bonds to be issued and 
for the organization then to treat the interest upon such bonds as an expense. 

In this case it seemed proper to follow the first course as had been done with all the other organizations 
owned by the provinces and municipalities and to treat it as a venture of which the city of Toronto was 
the equity owner. Had the reverse decision been made, and the interest charges been treated as an 
expense, it would have reduced the amount due under the Income Tax, but would have increased the 
amount subject to 100 per cent levy under the Excess Profits Tax. The net change would have been 
a reduction in the total levy to $3,809,945. 

(e) These municipalities are, of course, independent of each other; but the opportunity to save labour 
by using the consolidated statements in the annual reports of the Commission was so great that 
it just couldn’t be avoided. It is highly probable that the end result is not greatly different 
from what would be found if the statements of each municipality were analyzed separately. 

(f) The properties of the Montreal Light, Heat and Power Consolidated and its electric subsidiaries 
were expropriated at April 15th, 1944. There was, therefore, no full year’s statement from which 
to estimate the tax lability. Rather than make adjustment, with all the errors to which it 
would be subject, it was decided to take the actual results of 1943 and to decrease both the income 
and the taxes by the amount of $1,500,000, being the estimated amount of the rate reductions 
made by the Commission in 1944. 

It will, of course, be noted that the Company paid $6,828,901 in taxes in 1943 and that the 
sharing of the gain by tax exemption in this first year is one-quarter to the consumers, three- 
quarters to the government. 

(g) Owing to the fact that the operation of an elevator system in Western Canada was probably a 
depressed industry in the standard period, within the meaning of the Excess Profits Tax Act, 
and especially to the fact that the accounts of these organizations are cast in a form which makes 
analysis difficult and uncertain, there seemed only one thing to do, namely, to make the estimate 
of 1944 tax liability so low as to an extreme understatement. The total amount shown, $4,934,853, 
is probably too low by some $3,000,000, and possibly more. 


This table shows that a few -large organizations escaped the payment of 
a minimum of $70,600,000 in income and excess profits taxes by reason of their 
ownership only and not of the nature of their activities. Inevitably it gives rise 
to the question—What is the sum total of the tax-exemptions granted? 

It is a question which an official body alone could answer with accuracy 
after having collected the necessary information returns. Even without that 
power, there are a great number of glaring omissions in Table 1; tax-exempt 
trading organizations with substantial income. F urthermore, in many of the 
organizations studied the reported income was taken at its face value even 
though the concealment of earnings was obvious. 

An answer to that question now by any one, involves a guess rather than 
an estimate; but I suggest that $100,000,000 is probably the lower limit. How 
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much higher it might go is a much more difficult question to answer, but the 
upper limit could hardly be less than $125,000,000. 

For the purpose of this Committee in making recommendations to Parlia- 
ment, the significant figure is not the estimate of $70,600,000 based on a few 
organizations only, but the aggregate of $100—125,000,000. 


Tur CoNsEQUENCES OF TAx EXEMPTION 


Any realistic examination of the consequences of tax-exemption must run 
in terms of the existing revenue needs of the Dominion government and of 
current and prospective tax rates. The only estimate! yet published of the 
Dominion’s “normal” expenditures in the post-war period, after all costs of 
demobilization and of reconstruction have been met and disposed of, provides 
for annual expenditures in the order of 1-9 to 2-0 billions of dollars. This figure 
gives effect to the new expenditures proposed to the Dominion- Provincial Confer- 
ence, 1945. It also leans over backward to assume a continuance of the 1935-39 
price level, even though the wholesale price index, with present controls, is about 
33 per cent above the 1935-39 level and the index of hourly wage-rates was 
already about 45 per cent up in 1944. 

It is therefore clear that this estimate of the prospective level of expenditures 
__a Jevel which the Dominion is presently pledged to maintain—is a conservative 
one. It may well be increased as a result of price changes which have already 
occurred and without the assumption by the Dominion of any new responsibilities. 

Unless the Government is to supplement its tax revenues—deliberately and 
as a matter of set policy—by deficit financing, 1t must balance those expenditures 
by corresponding tax revenues, Such collections would be in the order of 33 
times as great as 1939 collections. 


Under that condition, the government cannot forgo any dependable source . 


of revenue. Even if it would gladly do so, it dare not. It must raise all the 


revenue it can, even at the risk that some part of its collections will diminish. 


the national income by reducing the incentives of individuals to work because 
of the weight of personal income tax upon the final increments of their income, 
and by choking off some desirable and employment-creating capital investments 
because the corporate income tax increases the risks of venture capital. 

The corporate income tax (including therein the Excess Profits tax which 
is merely a surtax upon income—one with a special method of assessment, but 
presenting no difference in principle) has become one of the most productive of 
all the taxes collected by the Dominion, supplying currently some 26. per cent 
of the total revenues. Therefore it cannot be lightly surrendered. It will be 
retained, regardless of the objections to it, because of its productivity. 

But if it were applied fairly and uniformly over the whole range of corp- 
orate income it would be possible to lower the rates and still raise the same 
amount of revenue. Alternatively it would be possible to reduce some other taxes 
without any reduction in the total of public revenue. For example, if the cor- 
porate income tax, uniformly applied, had raised an additional $100,000,000 in 
1944 it would have produced as much revenue as the Department of National 
Revenue expected to collect from the 1,069,000 personal income tax-payers with 
‘neomes of $1,550 or less. If it had raised $125,000,000 it would have equalled 
the personal income tax on the 1,423,000 tax-payers below $1,800.? 


1Namely that of Gilbert Jackson and Associates, The Burden of Taxation; Pre-War and 
Post-War (Toronto: Ambassador Books, 1945). Price 50 cents. 

2These data are drawn from Dominion Bureau of Statistics. Dominion Income Taz, 
Excess Profits Tax and Succession Duty Statistics (Ottawa: Mimeo 1944) Section II, 
Table A. This table presents an estimaited distribution of personal income tax-payers 
classified on the amount of their income and regardless of the number of dependants. A second 
table cross-classifies tax-payers by the amount of their income and by the number of their 
dependants. 
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- These’ may seem to be extraordinary figures. In fact they are extra- 
ordinary figures. They are, respectively, 43.6 and 58 per cent of the estimated 
total of personal income tax-payers in the country. But the conclusion from 
them is inescapable. The longer exemptions to the corporate income tax 
continue to be granted, the less likely is an easing of the burden upon other 
sources of tax revenue. 

If the comparison be kept within the corporate field, it may be noted that 
$100,000,000 and $125,000,000 are respectively 41.6 and 77 per cent in excess 
of the 70.6 million dollars of taxes which failed to be collected from the 
organizations named in Table 1. Applying the lower percentage only to the 
parallel income figure (namely, 124.5 million dollars) produces an estimate 
of $176,000,000 of income presently escaping taxation. This equals 31.5 per 
cent of the aggregate profits reported by the companies in the Bank of Canada 
sample of 665 companies, which includes all companies operating in Canada 
with assets of $200,000 or more in 1941. 

(The reference there is the Bank of Canada Statistical Summary, August- 
September 1944, page 72). 

There is a second consequence to these exemptions which must be faced. 
So long as corporate income taxes of anything approaching the present level 
are maintained, and the present exemptions are granted, so long will tax- 
paying private enterprise be impossible in the long-run, where public ownership 
is possible; so long will tax-paying private business be impossible where a tax- 
exempt co-operative business can once gain a foothold and then crowd the 
tax-paying business to the wall by the re-investment of its tax-free earnings. 

This process has already gone very far in the last five years when public 
attention was riveted on the war; it is hkely to go much further and to 
proceed faster in the next five years as the full implications of the present 
situation are brought home to governments and to others. That some have 
already contemplated it is proven by the following quotation from the sub- 
mission of Premier Garson, speaking for the Province of Manitoba at the 
second plenary session of the Dominion-Provincial Conference:— 


Last year three Manitoba government enterprises, commercial enter- 
prises, earned net profits after the payment of all fixed charges of 
nearly $6,000,000.00. A substantial part of that profit arose because 
under our constitution the provincial Crown does not have to pay taxes 
to the federal Crown. That same immunity is the basis of the substantial 
decrease in the power rates which the Quebec Hydro Commission was 
able to announce within a few weeks after taking over the Montreal 
Light, Heat and Power Company. This substantial decrease equals 
only a minor fraction, I understand, of the federal taxes normally paid 
by the latter corporation. Thus if Manitoba is to be denied any adjust- 
ment in Dominion-Provincial relations which will assure us as Can- 
adians of some measure of fiscal justice and equality, we shall be faced 
with a dilemma—a choice between, on the one hand, having our pro- 
vincial post-war programme aborted, our treasury placed in a precarious 
position, our province placed at a disadvantage in the matter of attracting 
business investment and residents, and on the other of extending our 
successful tax-free ventures into other forms of business until by their 
profits, sufficient additional provincial revenues can be secured to provide 
us with provincial services paid for by a provincial tax burden,—equal 
in each case to the provincial average.? — ) 

With that authoritative statement on the record, what further proof is 
necessary to show that a heavy corporate income tax and broad exemptions 


3 Proceedings of the Dominion-Provincial Conference on Reconstruction, Tuesday, August 
7, 1945, (Ottawa: The King’s Printer, 1945), p. 1388. 
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from its burdens are mutually incompatible? The option before Parliament is — 
either to revise the law or else to see one of its chief sources of revenue: shrink ~ 
under the pressures generated by that incompatibility. Ba 
Most important of all, a failure to correct the existing situation will 

tend to throw a constantly increasing share of the real resources of this 
country into the hands of those who have tax exemption rather than into 
the hands of those who can demonstrate a capacity to use those resources — 
effectively. 

| 


RECOM MENDATIONS 

Two recommendations appear to be clearly justified by the foregoing study. 

The first is that exemptions granted to organizations whose primary 
functions are business activities ought all to be cancelled. They were granted © 
when tax rates were so low that their evil consequences were latent only and — 
not active. Tax rates have since been advanced greatly without any review — 
being given to the effect of the exemptions under the new conditions. 

Their present effect is to penalize all tax-paying businesses to the advantage 
of tax-exempt competitors, and, in many cases to penalize the customers of 
such tax-paying businesses also. This produces gross inequality and injustice — 
as between those communities with and those without public ownership of 
the local utilities. The latter are compelled to pay tax to the Dominion upon 
the income earned by the company supplying such service because it is one 
of the costs of the operation. The former go scot free. 

This is more than an injustice. It is also am unwisdom. The great end 
of economic policy ought to be the application of the community’s resources 
in the most productive fashion. That end cannot be attained so long as the 
comparisons are upset by the unequal incidence of taxation upon different 
employments of capital. So long as those tax irregularities exist there will 
be a powerful incentive toward over-investment in the tax-exempt institutions. 
Capital so invested may yield a relatively high rate of return to its owners 
because, under the law as it now stands, the whole of the gain arising from its 
employ ment is retained by those owners. 

In a tax-paying business that is not so. The net gain arising) from the 
employment of capital is divided between the owners and the state. Therefore 
the private gain to a tax-paying business is at all times less than the private gain 
to a tax-paying business institution making an equally effective and intelligent 
investment of resources. 

Tf publicly owned utilities are to have the active Sido tea Be rene of the 
Dominion government, that end should be pursued directly. The matter can 
be discussed in Parliament and elsewhere and the requisite statutes passed 
to accomplish it. If tax-exemptions discriminating against privately owned 
utilities are a necessary means, that fact ought to be faced squarely. But it 
is in the highest degree improper to perpetuate such discriminations as crept 
into the pone statute when rates were so low as to be nearly negligible, into 
a period such as the present when the tax rates are so high as to be a ¢ruciably 
important factor in the operation of any and every ‘business. Nor. should 
these discriminations be allowed to continue because they have been in existence 
for some time. Why should the Dominion dragoon communities which wish 
to leave their utilities in private hands into assuming the risks and responsi- 
bilities of ownership? Yet, with exemptions so important as they presently 
are, no other course open to the municipality promises such quick, easy, and 
certain profits. 

What has been said concerning utilities applies, with appropriate changes 
to co-operatives. If they are encouraged it should be done by direct subsidy. 
and not by tax advantages of undetermined amount. 

Secondly, as long as any exemptions remain, they ought to be explicitly 
recognized in the public accounts, being shown as revenue received with a contra 
item on the expenditure side of ‘the account. In that w ay the amount of the 
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grant made in each year will be clearly stated and recorded. The precedent 
for such treatment is, of course, the creation of the Canadian National Securities 
Trust which aims to provide a similar record of the total contributions to the 
Canadian National. 

This involves the filing of information returns by the exempted organizations 
so long as such exemptions remain. Indeed, regardless of what action is now 
taken, that requirement seems inevitable; for it is surely an anomalous situation 
that this Committee, dealing with the source of some 60 per cent of all the 
revenue of the Dominion, should have no better estimate of the amounts of 
income presently slipping through the taxation net by exemption than the 
admittedly very imperfect one presented herewith. 

This is not a novel suggestion. It is one which already has been acted 
on by the Congress of the United States! and the statistics for 1943 have 
already been published.2 Until the same course is followed in this country 
the true dimensions of the problem cannot be known. 

The CHAIRMAN: If the Professor will remain, there may be some questions. 

Hon. Mr. Hata: Does Mr. Stikeman wish to ask any questions? 

Mr. Strkeman: No, Mr. Chairman. 

Hon. Mr. Campsetu: Are there any statistics compiled in Canada similar 
to those of the United States showing the total income derived from the 
corporations which are not taxed? 

Mr. McDovueatu: Not to my knowledge, sir. So far as I know this is 
the only thing available and it is rather weak, because I have not the power 
to command information. 


Hon. Mr. Campsetit: The United States have officially compiled some 
statistics? 

Mr. McDovucatu: Yes, sir. Supplement to statistics of income for 1948, 
part 2, is available from the United States Treasury on request. 


The CuatrMan: Would that be utilities owned by municipalities, such as 
gas, electricity, light, water and so on? Would such corporations constitute 
a very large share of tax exempt utilities of which you speak? | 

Mr. McDovuaatu: It is a corresponding amount, sir. It represents organiz- 
ations such as agriculture, horticulture,— 


Hon. Mr. Hata: They are left out? 

Mr. McDovucatu: This covers the total. I am sorry this is non-business 
activities. I have here a list that covers two pages. Shall I read it? 

The CHAIRMAN: Just give us the outstanding ones. 

Mr. McDovueauu: Mutual Savings Bank, Building and Loan Association, 
Beneficial Life, Cooperative Mortgage, Corporation Finance, Credit Union, 
Savings and Loan Intermediate Credit Bank. 

Hon. Mr. Hara: Those are in the United States. 

Mr. McDoucauu: Yes, sir. 

Hon. Mr. Davies: Mr. McDougall, would not the taxing of Ontario Hydro 
Electric increase the cost of power to the various municipalities operating under 
it? Would not that be another way of taxing the people? While the tax- 
payer might be relieved in one respect he would have to pay considerably more 
for his light, heat and power, and it would amount to a tax in that way? 


Mr. McDovuaauu: It would be one cost of business; but, speaking now as 
a citizen of Ontario, I cannot quite establish a ground on which I should go free 
when residents in other provinces are presently paying taxes, and they feel 
they are now compelled to follow the same practice in order to escape this 
power tax. 


288 SPECIAL COMMITTEE 


The CHARMAN: That is what the province of Quebec did, and why it 
took over the Montreal Light, Heat and Power. 


Hon. Mr. Vien: There seemed to be very little criticism of that incident 
until Quebec came into the question. The criticism is very active since Quebec 
followed suit and adopted the same rule. Now it seems to be a public scandal 
that a public utility should go tax free. 


Hon. Mr. Hata: What the Professor said is quite true. Those things did 
not amount to much until the higher taxes came in, and that only happened 
in 1939) 


Hon. Mr. Vien: I am all in favour of what the learned Professor has said. 
I am in favour of all public utilities being taxed. If we depart from that fund- 
amental principle we do not know where to draw the line. It is necessary to 
establish a foundation and remove all tax exemptions granted by statute, then 
let every taxpayer report, his exact revenue whether he be corporation or 
individual; let him show in the debit balance of his account his total income. 
If he has, for instance, depreciation, let. him show it in distinct figures. [I am 
not divulging any secrets—everybody knows it—when I say that large corpor- 
ations when they come to their accounts receivable, which are $100,000,000 they 
will put it down to $80,000,000. They do that because there is a certain amount 
of bad debts in that. But who is to draw the line between bad debts and 
accounts that are truly receivable? It is left to a kind of rule of the thumb. 
Let the taxpayer show accounts receivable at $100,000,000 and the provision 
for bad debts of $20,000,000; it would be much easier for those concerned to 
determine whether that margin of $20,000,000 is sufficient or not. Take for 
instance an insurance company or a trust company, they have $100,000,000 of 
investments and they write them down to eighty, sixty or even fifty millon 
dollars. In the case of a margin provided for the shrinkage of inventory or 
stock of value, it is necessary to publish an account openly. In the other 
instance cited accounts are not published. If such were done, it would give 
the Income Tax Department some definite policy, and would not leave the 
matter in a haphazard condition. 


Hon. Mr. Davies: Mr. Chairman, if we are going to follow this matter 
out to its logical conclusion, we should tax churches and educational institutions. 
Mr. McDougall comes from my own city and knows Kingston very well. If we 
are going to tax all tax-exempt institutions and organizations at the present 
time, why should we not tax churches too? I think Mr. McDougall will agree 
with me when I say 50 per cent of the people in, Kingston support the churches 
and go to church. Why should those who do not support the church and who 
do not wish to join the church—perhaps they are atheists—why should they 
be forced to keep up the church in which I worship? 


Hon. Mr. Hata: They are not.commercial enterprises. 

The CHamRMAN: Have they any income? ; 

Hon. Mr. Davies: They are not commercial enterprises. 

Hon. Mr. Hata: I object to the honourable senator addressing this com- 
mittee and using an illustration that is not correct. 5 

The Cuatrman: I will have to rule that Senator Davies can make his 
presentation; if you wish to criticize you may do so after. 

Hon. Mr. Daviss: I am not a member of the committee. 

The CuarrmMan: You have a right to speak. Go ahead. 

Hon. Mr. Davies: Queens University is an educational institution and it 
does not pay taxes—perhaps some nominal municipal tax, but not very much. 
Take University Avenue, a street that Professor McDougall knows very well. 
Queens University is taking up the residences on University Avenue which 
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were formerly paying very heavy taxes. The minute they are sold to Queens 
University and beeome residences for the university which are in competition 
with the boarding houses, they pay no taxes. 

Hon. Mr. Haic: The honourable gentleman knows as well as I do that 
educational institutions are not profit-making businesses. All the professor 
is advocating in his brief is that any enterprise that is a commercial profit- 
making institution, whether for the people, the municipality or the city, it 
should be taxed. My honourable friend suggests that Ontario should not 
pay taxes on the Hydro Electric while the people living in Saskatchewan have 
no hydro electric and have to pay more taxes because Ontario Hydro does not 
pay its proper share. The same thing applies to Quebec. The reason my 
honourable friend from Quebec has not heard any criticism is because up until 
four years ago taxes were so low-—-we knew Ontario was getting away with 
murder, but the tax was so small it did not make much difference. But now, 
if Quebec is depriving the Government of $8,000,000 by the Montreal Light, 
Heat and Power, then Ontario should have about $50,000,000. If this province 
paid its $50,000,000 for hydro, there would be less taxes for us in Manitoba 
and Saskatchewan to pay. 

Hon. Mr. Vien: If my honourable friend will permit me to say, Montreal 
Light, Heat and Power came on various pilgrimages and never got anywhere. 

Hon. Mr. Haic: I quite admit, selfishly, the province of Manitoba 1s not 
so badly off, because we have a large hydro electric development owned by the 
city of Winnipeg that nets us approximately $800,000 profit a year. 

The CuHammMan: I quite agree with my honourable friend that these 
organizations should be taxed, but may I ask him if the question of taxation 
is not the reason the city of Winnipeg wants to acquire the Winnipeg Power 

Company. 

Hon. Mr. Hare: Absolutely, there is no other reason in the world. The 
City of Winnipeg wants to acquire Winnipeg Electric for tax reasons. We are 
going to buy it whether the Winnipeg Electric want to sell it or not and whether 
the city of Winnipeg think they want to buy it or not. If the system we have 
now continues, we are certainly going to buy it. That is the reason why stock 
in that company has gone up so much in the last two weeks. Labour men in 
our city are advocating that the city buy the Winnipeg Electric. The brief 
that is presented to us does not mean that universities should pay taxes. But 
why should some institutions carry on a profit-making business and not pay 
taxes?’ That is why we have the Dominion-Provincial Conference. We in 
Manitoba do not ask for as high a standard of living as perhaps is required 
in the province of Ontario, but we should like to go part way up the ladder. 
That is why we are here, and that is why the Conference is being held. 

Mr. Chairman, I do not wish to take much more time, but I do want to 
say that I think Mr. McDougall has expressed some fine ideas and has done 
us a real service. However, I quite candidly admit I did not know this com- 
mittee was going to dea] with this type of argument. I think each senator 
should be asked to state his views on Mr. McDougall’s report so that he may 
hear them. We are not often honoured by a Professor from Queens University 
appearing before this committee. 

The only reason I spoke was that the honourable gentleman from Kingston 
drew a red herring across the trail when he suggested that universities should 
pay taxes. It is said that if hydro was taxed, the taxpayer in Ontario would 
have to pay more taxes. Why should he not? In the province of Manitoba 
we cannot get hydro and we have to pay the taxes. 

The CrairMAN: If for example Queens University had a. profit should 
it not pay taxes? 

Hon. Mr. Vien: They do not pay dividends. 
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The CuatrMan: That is true, but there are companies who have profits | . 


but do not pay dividends. 

Hon. Mr. Hara: I know that but this is an educational institution and 
education is one of the problems of the state. Education is not a profit-making 
enterprise, and does not interfere with industry. 

The CHAIRMAN: Queens University would be in competition with other 
universities. 

Hon. Mr. Hata: They are not operated for profit. 

The CHatirMAN: Assuming they are making a profit, should they not pay 
taxes? 

Hon. Mr. Hate: If it is a commercial industry, yes; but universities are 
not commercial industries. . 

The CuatrmMan: Then there is nothing to argue about if they do not make 
a profit. Q 

Hon. Mr. Hata: Universities have to go to the Government to get money 
to carry on—that is one of the great problems. 

I want to say jto Senator Vien that we are not taking this position just because 
Quebec came into the picture two or. three years ago and some eight or nine 
million dollars in taxes are being lost. No; we have had the idea right along. 

With all respect, Mr. Chairman, I think we should question this witness 
on statements he makes in his brief, and see what is back of those statements. 

Hon. Mr. Lampert: Hear, hear. 

The CHatrMAN: I would like to ask Professor McDougall a question. 
Perhaps he dealt with the matter in his brief, but I do not remember it. 
Professor McDougall, have you estimated how much tax is withheld from the 
Dominion Government because of those exemptions? 

Mr. McDoveautu: $125,000,000 as a reasonable average. 

Hon. Mr. McRar: Mr. Chairman, I am not going to make a speech. If 
I did I would have to confess that in my Province we are following the example 
of ‘Toronto and Montreal, because we are in the process of taking over a private 
electrical enterprise, and the argument in favour of doing so is the exemption 
of taxation. I assume that this plan of exemption, which is being taken 
advantage of from one end of Canada to another, is a subject that might well 
come up at the Dominion-Provincial Conference. I wanted to ask Professor 
McDougall whether he thought we had made such progress along this line now — 
that this is practical to discard the plan and put everything back on taxation 
again? 

Mr. McDovaatu: It is practical, yes. 

Hon. Mr. McRar: There would be tremendous opposition. 

Hon. Mr. Haypen: I suppose you prepared this report before the report 
of the Commission on Co-operatives came out? 

Mr. McDovucauu: Yes, sir. 

Hon. Mr. Haypen: You have not had any opportunity of trying in your 
brief with that report? 

Mr. McDoveaut: Except that I saw the statistical tables on which I 
based the $260,000 ,000. 

Hon. Mr. Haypren: To the extent that the report on co-operatives recom- 
mends taxation it 1s in agreement with the views: expressed by you? 

Mr. McDoucauu: Yes, sir. 

Hon. Mr. Haypen: Have you given any thought as to how much the cost of 
living of the individual would suffer if you exposed all public services to taxation? 
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Mr. McDovueatu: I do not think it would change at all. It would merely 
mean a transfer as between various divisions. 

Hon. Mr. Haypen: ‘The individual would not. get the reduction in rates 
that he might get if the utility did not have to pay taxation. 

Mr. McDovaatu: It is a transfer, not a reduction. 

Hon. Mr. Haypen: What you are suggesting is that if you tax public 
utilities and the public services generally you would contribute more in taxes 
to the treasury? 

Mr. McDovuaauu: Yes. 

Hon. Mr. Haypren: Are you suggesting then that the taxes on individuals 
might be lowered in those circumstances? 

Mr. McDoucatu: The effect of tax changes elsewhere would counter- 
balance, yes. 

Hon. Mr. Haypen: You have not worked that out? 

Hon. Mr. Hata: Yes, it is in his brief. 

Hon. Mr. Crerar: Would that not be merely temporary? Assume that 
In a province there is $500,000,000 privately invested in public utilities of one~ 
kind or another. Some city takes over a utility because thereby taxation can 
_ be avoided and the cost of services reduced to those who use them. Suppose 

that example spreads until finally the whole $500,000,000 of utilities are publicly 
owned and escape taxation. Now, by that process the Province loses a very 
substantial revenue. Its needs for revenue do not decline; they probably increase. 
Then the province commences to utilize these utilities as profit-making institu- 
tions, and in the end the user probably pays more for the service than he would 
if the utility were privately operated. Is that your argument? 

Mr. McDovueauu: That is it, yes, sir. 

Hon. Mr. Vien: Furthermore it is extremely difficult for the Dominion 
Government to meet out fair and just treatment to all the people in Candaa, 
because in some districts some people benefit from services for which other 
people pay. 

Hon. Mr. LAmperr: ‘I think this brief is valuable as it applies to the 
economic aspect of our taxation problem in Canada, but only indirectly does 
- it apply to the object which this Committee has in view, namely, the clarifica- 
tion and codification of our income tax law. Your brief indicates that if the 
discrimination which has been practised in the past in relation to co-operatives 
and publicly-owned institutions were eliminated in the future, the country 
would receive $70,000,000 to $125,000,000 additional taxes. But in the light 
of Camada’s prospective annual budget of around two billion dollars J 
would like to ask you if the adjustment of taxation in Canada—even granting 
that you could increase the contributions to the federal treasury by $125,000,- 
000-—I would like to ask you if the adjustment of taxation in Canada would 
in your opinion enable this country to carry a budget of two billion dollars 
a year without deficit financing. Have vou estimated or calculated any system 
of taxation for this country from an economic point of view? 

Mr. McDovueauu: I have speculated on the problem. 

Hon. Mr. Lampert: Yes, I know. I have read your papers. 

Mr. McDoveatt: I cannot say that it is anything more than a speculation. 
I gravely doubt it, but I cannot say definitely No. I cannot see how we can 
raise that much money by taxation. 

Hon. Mr. Hate: I want to clear up a question that Senator Hayden asked. 
Referring to the bottom of page 10 of your brief, I understand that if the 
taxes that you suggest there were applied, $100,000,000 of new tax money 
would come in? : 
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Mr. McDoueaut: Yes. 

Hon. Mr. Haic: Thereby a million people with incomes of $1,550 or 
less would be exempted from taxation? 

Mr. McDoucatu: They could be completely exempted, yes. 

Hon. Mr. Haic: And if the increased tax revenue was $125,000,000, then 
1,423,000 taxpayers with an income of $1,800 would be exempted? 

Mr. McDovaatu: Yes. That is based on an estimate of the distribution 
of individual taxpayers in a publication of the Department of National Revenue. 

The CuarrMAN: May I ask a question? As I understand it, the report 
of the Commission on Co-operatives suggests that co-operatives be taxed? 

Mr. McDovucauu: Yes. 

The CuarrMan: But I think the Commission suggests also that what 
is called patronage dividends should not be taxed. Am I right in that? 

Mr. McDovuaatu: Yes, so I understand. : 

The CHarrMAN: Do you agree with that? 

Mr. McDovucatu: Well, the Commission suggests that patronage dividends 
shall not be taxed, whether paid by a co-operative or another institution. 
That seems to me formally equal and actually unequal, because the people 
who deal with a co-operative and the owners of it are the same group. 

Hon. Mr. Haypen: Not necessarily. There might be more people dealing 
with a co-operative than those who are entitled to a patronage dividend. 

Mr. McDovcatu: But it ceases to be a co-operative if it goes very far 
in that direction. 

Hon. Mr. Vien: Where is the line drawn between patrons and dealers— 
that is between those who deal with the co-operative and those who are 
patrons entitled to dividends? 

Hon. Mr. Parerson: There is no line, Senator. They are all treated alike. 

Hon. Mr. Vien: Senator Hayden pointed out some difference between 
patrons and people who deal with the co-operative. I did not know there 
was any difference. 

Mr. McDovaatt: There may be, sir, depending on the particular co- 
operative you are dealing with. 

Hon. Mr. Haypen: You may very well have two different groups. 

Hon. Mr. Bencu: As I understand it, the Commission report recommends 
there should be no difference as regards the payment of patronage dividends? 

Mr. McDouacatu: Yes. 

Hon. Mr. Haypen: You have made an estimate of additional taxes that 
would come from the taxation of the profits of these public utilities and 
publicly-owned services. Of course; that is based on the assumption that those 
services would continue to earn profit and not reduce their rates? 

Mr. McDovucatu: Yes: 

Hon. Mr. Haypen: If they redifced rates-the profits would, of course, not be 
available at all. 

Mr. McDovaatt: But is not the same problem present in the case of 
a limited company? You tax income if it is earned and you do not tax some- 
thing that is not earned. 

lion. Mr. Haypen: But a limited company has a different incentive 
than a publicly-owned institution has. If a utility were taxed on its profits 
the tendency would be to lower the rates for its services rather than to 
make a contribution in taxes, would it not? 

Mr. McDovcauu: Yes, to some extent, but there are very sharp limitations 
to how far you can go in that direction. | 
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Hon. Mr. Hayppn: What limitations are there? 

Mr. McDoveauu: There is the element of risk, because you cannot fore- 
cast the amount of your income. Normally your expenses are more flexible. 
than your income. 

Hon. Mr. Haypen: What would take care of the element of risk? What 
factor would you put in your rate to take care of the element of risk involved 
in operating, say, a publicly-owned electric service utility? 

Mr. McDovcatut: Do you mean an addition to the monthly bill? 

Hon. Mr. Hayprn: Yes. 

Mr. McDoveatu: I should think in the order of five to ten per cent. 

Hon. Mr. Haypen: If the risk did not materialize, at the most the five 
or ten per cent might be available as profit and be subject to tax, is that 
right? 

Mr. McDovucauu: Yes. But in the appendix to this report I show how 
the Ontario Hydro has been accumulating in its depreciation and other 
reserves rather extraordinary amounts 

Hon. Mr. Haypen: Possibly the Hydro has been making those accumula- 
tions because it is not subject to tax. Its method of approach in the conduct 
of its business might be entirely different if the possibility of taxation was 
ever present? ; 

Mr. McDovucauu: Yes. 


Hon. Mr. Bencw: You mean the Hydro might then be induced to lower 
its rates? 

Hon. Mr. Haypren: Yes. If it was taxed in the future it might very well 
pass on its savings to the public instead of paying them to the treasury in 
taxes. 

The CHAIRMAN: In my home city the utilities, including the water works, 
are municipally owned, and every so often the users of water receive a bill 
which is marked “Paid”. 

Hon. Mr. Lecer: You are very lucky. 

The CuHarrMan: It is a good city. If the Hydro were taxed on its profits, 
T should think that after it had built up a sufficient reserve against contingencies 
it would lower the rates so that there would be no future profits. 

Hon. Mr. Haic: The districts not served by the Hydro would not want 
that done. They would want the Commission to earn profits and make contri- 
butions to the public treasury. 

Hon. Mr. Vien: Professor McDougall, did Senator Haig properly construe 
your brief in stating that it applied only to commercial undertakings? 

MreMoebDoucann:. Yessir 

The CuHarmMan: Unless there are further questions we can let Professor 
MeDougall go. 

Hon. Mr. Hata: I am sure we appreciate his brief very much. 

The CHatrmMan: Yes. We thank you very much, Professor McDougall, 
for the valuable contribution you have made. 

Mr. THorvaLtpson: Mr. Chairman and gentlemen, for the reason that the 
objects of the Income Tax Payers Association are linked very closely to the 
work of this committee, I have set them out in this memorandum: 

1. The Income Tax Payers Association was formed with objects, among 
others :— 

(a) To investigate and study the incidence of Income Tax, both 
generally and as it may affect any particular trade, industry, business 
or class of individuals; 
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(6) To seek and obtain the simplification of Income Tax laws; 

(c) To inform members of the association from time to time a the 
provisions of any income tax legislation and of any new development 
in Income Tax law; 

(d) To afford Income Tax payers an opportunity of acting unitedly 
in making representations to the proper authorities to secure relief from 
inequalities in Income Tax law or administration; and to give publicity 
to such inequalities with a view to obtaining the redress thereof. 

In pursuance of these objects this association, on September 7th last 
to the Hon. J. L. Ilsley, Minister of Finance, the following letter:— 


The Hon. J. L. Ilsley, Esq., K.C., 300 Lomparp Building, 
Minister of Finance, Winnipeg, Manitoba. 
Ottawa, Ontario. September 7th, 1945. 
Dear Sir: 


The Income Tax Payers Association desires to urge the necessity 
of the immediate revision of the Income Tax law and its administration. 
Our proposals are: 

Tax REDUCTIONS 


1. Provision for an increase in the tax exemptions to single and 
married taxpayers and repeal of the 7% and 9% “Normal” tax. 

2. Repeal of the Excess Profits Tax in order to open the way to 
the reconversion and expansion of business and industry. 

3. Provision for the taxation of the incomes of all forms of business 
enterprise including Crown companies, government and municipal owned 
enterprises and co-operative and mutual organizations. The principle of 
“ability to pay” is the only satisfactory one for apportioning the tax 
burden. 

4. Repeal of the 4% surtax on investment income. The present 
graduated tax constitutes sufficient differentiation between’ earned and 
investment income. 


é 
_§, Provisions carrying out the recommendations of the Ives Com- . 


mission relating to the taxation of annuities and family corporations. 


REVISION or Act 


6. Complete revision of the Income War Tax Act with a view to 
restoring the taxing power to Parhament. The principle that no tax 
should be levied or imposed until it has been agreed to by the House 
of Commons and received statutory sanction, should be honoured. This 
means the repeal as far as possible of the grants of discretionary power 
now in the Act. Where a discretion must be given the exercise should 
not be final but subject to appeal. 


ADMINISTRATION 


7. Abolition of the office of Deputy Minister of National Revenue 
for Taxation (formerly Commissioner of Income Tax) and decentral- 
ization of Administration by conferring power on the District Inspectors 
of Income Tax throughout the Dominion to perform his functions. District 
Inspectors to exercise—but subject to revision or appeal—any discretion- 
ary powers that may have to be given. 

Under the present system all questions must be referred to the 


Deputy Minister at Ottawa and this has resulted in long delay, loss 


of revenue and injustice to taxpayers. 
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APPEALS FROM ASSESSMENT 


_8. The establishment of a permanent and independent Board to be 
called the Commissioners of Income Tax consisting of a Judge, a chartered 
accountant, and a business man, to whom all appea!s from the initial 
assessments made by the District Inspectors may be made. Members 
of the Board to have security of tenure, in order to remove them from 
the sphere of politics. The Commissioners of Income Tax to have no 
administrative jurisdiction over the District Inspectors. 


9. Provision for sittings of the Commissioners of Income Tax 
throughout the Dominion. 


10. Knowledge of the practice of the Instructors of Income Tax 
with regard to interpretation and exercise of any discretion vested in 
them to be available to taxpayers as of right. 


11. All decisions and rulings of the Commissioners to be issued in 
printed reports and all hearings to be public except where the taxpayer 
or the Minister requests a secret hearing. Reports of decisions and rulings 
in cases heard in secret not to disclose the name of the taxpayer. 


12. Provision for all regulations under the Act to be made by the Com- 
missioners, subject to ratification by Parliament. : 


13. Each District Inspector of Income Tax to prepare annually for the 
Minister a report showing the taxes collected in his districts, delinquent 
taxes and such other particulars as the Minister or Parliament may require; 
the Minister to submit this report to the House of Commons. 


INITIATION OF REVISION . 


14. We suggest that reform of the income tax law be begun by the 
appointment of a Committee of the House of Commons to deal with the 
matter; the Committee to invite representations from all classes of tax- 
payers and from professional and business organizations. We submit that 

the principle governing the new law throughout should be that as far as 
is reasonably possible no tax should be imposed and no exemption should 
be granted except by express Parliamentary enactment; and that the power 
to tax or exempt should not be delegated or left to Ministerial or Admin- 
‘istrative discretion. This principle is the only safeguard the taxpayer has 
against uncertainty and arbitrariness. 


CoNCLUSION 


Our suggestions provide for ‘an all round reduction in tax, the elimina- 
tion of double taxation, and the more equitable apportionment of the tax 
burden. These matters are of great importance; and of equal importance, in 
our view, are the proposals for administrative reform by new legislation giv- 
ing the taxpayer a real right of appeal, and repealing the large discretionary 
powers contained in the present Act. Both the hearing of appeals and the 
discretionary powers are at present vested in the Minister; but in actual 
practice these powers are exercised by the Deputy Minister of National 
Revenue for Taxation. We submit that there is no good reason under 
present conditions for leaving such large and arbitrary powers to a Minister 

-or Deputy Minister. It cannot be denied that the existing provisions for 
appeal to the Minister and the delegation to him of the power to tax or not 
to tax, are wrong in principle and have proved unsatisfactory in practice. 
Both the exercise of a discretion and the hearing of appeals in tax matters 
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are judicial functions involving the property of the subject; such functions 
should be exercised by persons that are independent of the Government and 
do not hold office at the pleasure of the Government. 


Yours very truly, 
INCOME TAXPAYERS ASSOCIATION 


HeErBerT ADAMSON, 
Secretary. 


A copy of this letter was sent to the membership of this association—com- 
prising now more than 7,000—and at the association’s annual meeting its 
contents were approved. 


3. Also upon the appointment of this committee the association conducted 
a survey of its membership in respect to income tax matters. Resulting from 
this, we have received a great number of letters, some of them complete briefs, 
in respect of income tax problems of general application which particularly 
affect our membership. It is largely on the basis of this survey that the material 
in this memorandum is founded. 


4. We approach this subject also in the knowledge that the Canadian 
income tax system that we have today is essentially a wartime taxation structure. 
The original Act was, of course, passed during the first great war. Between the 
wars it became a patchwork of amendments and then during the last war this 
tax collecting structure was further patched by piling amendment on top of 
amendment and by pyramiding taxes ever higher and higher. Naturally little 
if any consideration could under the circumstances be given to fairness, equity 
or Justice in this structure. The time was too critical for that. Also our Income 
War Tax Act and Excess Profits Tax Act, besides being required to produce the 


maximum amount of revenue, were designed as price control, anti-war profiteering 
and anti-inflation measures. 


5. Hence we approach this task, as we presume this committee does, not 
so much in the spirit of criticism of what has been done under pressure of 
desperate circumstances but rather from the point of view of how best to 
formulate an income tax law for Canada which will be just, fair and equitable 
as between taxpayers and classes of taxpayers, which will not be repressive 
of business and enterprise, yet will yield a revenue to the government consistent 
with the needs of our peacetime economy. 


ReEstTorRE TAXING PowrEr TO PARLIAMENT 


6. We are concerned here mainly with the vexing problem of so-called 
ministerial discretion. 

I refer to the evidence which has been presented to this committee, 
particularly by Mr. Elliott. 


7. Much has been said to the committee concerning the method and manner 
in which powers of discretion are exercised. But the fact appears undisputed 
that there is, in Canada, immense public dissatisfaction over the near un- 
limited discretionary powers that are given to the Minister and his officials 
by various provisions of the Income War Tax and Excess Profits Tax Acts. 


8. We desire first to emphasize the point that in time of National emergency 
such as war when the certain and expeditious collection of taxes is an important 
factor in National survival, the grant of dictatorial powers to this end can be 
tolerated and perhaps excused. But the grant of such powers in wartime is not 
a reason for their perpetuation in peacetime. 
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9. Likewise, large powers of discretion in hands of individuals might be 
tolerated in respect of a taxing system which affected a comparatively small 
fraction of the National income, such as was the case of the income tax 
prior to 1940. An entirely different point of view applies however in the 
post-war period where the income tax must be expected to affect a much 
larger proportion of the National income than in the pre-war. These, we 
maintain jare strong reasons for a general revision of our whole income tax 
structure. 


10. It has been suggested to the committee that discretionary powers 
are not as widely granted as is popularly believed. We refer you however 
to the schedule on page 669 of the Canadian Bar Review, Volume 22, Ey 
(following an article prepared by Mr. Leon H. Ladner, K.C., Vancouv cr). There 
are listed here 97 sections or parts of sections of the Income War Tax Act and 
Excess Profits Tax Act wherein either the Minister or the Treasury Board 
are granted discretionary powers. This list, too, does not include the grants of 
discretionary authority in respect of forms, regulations, ete. which particularly 
pertain to matters properly regarded as purely administration. 


11. The fact is that many of these powers are purely judicial functions. 
It is true that Parliament determine the rates of tax, but in other matters such 
as exemptions and deductions, the persons liable to tax, and matters affecting 
the distribution of undistributed income, etc.—all matters of great importance— 
the taxpayer is largely in the hands of the Deputy Minister and his officials. 


12. As proof of that, we might refer you to the evidence adduced by the 
Deputy Minister on page 67 of the proceedings. Therein he says that in the 
fiscal period ending March 1945 assessments were increased over the amounts 
declared by the taxpayers in their returns by $38,000,000. Of this, the increased 
tax on individuals was, he says, $23,000,000, on corporations $15,000,000. It 
surely can be presumed that in the cases of most of these corporations returns, 
they were prepared by competent accountants and auditors. The same applies 
in respect of many of the personal returns. Can it not be inferred that the 
fact of discretionary powers played a large part, both in precluding the possibility 
of accurate and exact. income tax returns as well as, perhaps unfairly in many 
instances exacting this additional 38 millions from Canadian taxpayers? In 
this case, individuals and corporations did not know their position to the extent 
of $38, 000 ,000 for one year only. Can you not feature all the cases wherein 
taxpayers had a sense of grievance, feeling that they had been dealt with: 
unjustly by administrative officials? 


13. The expressions used in conferring discretion are as follows: ‘In the 
opinion of the Minister” (11); “Shall be final and conclusive,” (14); “In his 
discretion to determine or allow’ (22); “Power to determine or shall or may 
determine or apportion” (19); “Approved by the Minister” (not including refer- 
ences to forms or regulations) (1); ‘The Minister shall be the judge” (1); ‘“May 
or may not give effect to” (2); “If the Minister is satisfied” (18) ; “The Minister: 
may allow’ (8); “The Minister may prescribe or direct” (2): “May be 
adjusted” (1). 

The numbers in brackets indicate the number of times the various 
expressions appear in the Act. 

On top of all these sections where so-called ministerial discretion is granted, 
section 32A gives to the Treasury Board the widest possible discretionary 
authority prefixed by the phrase Fe ae any of the provisions of 
this act.” 


7 14. May we recall in this connection the famous saying of the Middlesex 
rebels, “Where discretion begins, law, liberty and safety end.” 
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15. The basic principles of our income tax law should be the same as in 
Great Britain. As stated in Konstam’s ‘The Law of Income Tax”, 7th Edition, 
page 6, “Many of the cardinal principles on which the liability to income tax 
is based (e.g. in Great Britain) and by which the amount of that liability is 
measured are left unexpressed in the Income Tax Acts and are to be found 
only in the decisions of the Courts and of the House of Lords, which are based 
upon inference drawn from ‘the general scheme’ of the Acts.” 

That refers to the “general scheme” as a taxing Act on income, not on 
capital. 

But, in Canada, one of the results of the multiple discretionary powers 
contained in our two Acts render the application of most judicial decisions 
and some of the vital principles of income tax law for the protection of the 
taxpayer, completely ineffective. | 

In explanation of that paragraph, let me say I think you will find that 
practically all the legal decisions given by the Exchequer Court, both at present 
and in the past, are largely on the question whether the Minister exercised his 
discretion properly or not; very few of the decisions relate to the substance 
of income tax law. The current volume of the Canadian Bar Review refers 
to the Nicholson case and other decisions in the majority of which the only 
matter involved was whether the discretion of the Minister was properly 
exercised. I believe it was stated in evidence that there is very little litigation, 
only 134 cases having reached the courts. The reason is obvious: there is 
nothing to litigate except whether the minister exercised his discretion properly. 
In the Peerless Laundry case I think the courts held the discretion had not 
been properly exercised, and the case went to the Privy Council. That is why 
I say that whereas in England there has been built up a volume of income 
tax law to which lawyers can refer when advising their clients, there is no 
similar body of law in Canada because there is no law involved; it is adminis- 
trative discretion. Of course, in such cases one taxpayer does not know how 
another case was settled by discretion. That is really what this last paragraph 
refers to. 


16. How is discretion exercised? Normally it is given to the Minister. In 
practice it is in the hands of the Deputy Minister and through him it is fre- 
quently exercised by other officials including junior assessors. Junior assessors 
first deal with and report on income tax returns. These reports go to head 
office and are there either confirmed or overruled by more senior officials. It is 
reasonable to believe that only the more important or “larger” matters ever 
reach the desk of even the Deputy Minister—and perhaps never the Minister. 
The fact is therefore that, ministerial discretion is exercised, never by the 
Minister, in a few instances by the Deputy Minister but in the main by various 
clerks, assessors, other officials of the income tax service. One can well realize 
that the only safe decision for assessors and clerks to make is against the 
taxpayer. 


\ 


17. In the result, we have in our two income taxing statutes, many parts 
which are contrary to all our accepted principles of British law, namely the 
power of confiscation given to civil servants without recourse by the citizen 
to the Courts. Furthermore, under this existing state of the law it is impossible 
for a business man, planning an investment with some risk attached, to know 
what the result of the investment will be. No adviser, either lawyer or accoun- 
tant, 1s able to advise a client what his liability to tax may become. 


18. Fundamental principles in this regard, taxation and constitutional, are 
too well known to require extended reference to them. The second principle 
of taxation is stated by Adam Smith in the following words: 
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(2) “The tax which each individual is bound to pay, ought to be certain, 
and not arbitrary. The form of payment, the manner of payment, 
the quantity to be paid, ought all to be clear and plain to ihe 
contributor, and to every other person.” 


19. The provisions of the Income War Tax Act and Excess Profits Tax 
Act granting large and numerous discretionary powers to the Minister and to 
the Treasury Board disregard this principle of taxation to a remarkable extent. 


20. These large grants of discretionary power by Parliament to the 
Executive are likewise contrary to well-established constitutional practice, the 
principles of which are stated in the following words in 6 Halsbury, page 452:— 

The Crown or its ministers may not impose direct or indirect taxes 
without parliamentary sanction. It 1s enacted that no man shall be 
compelled to make or yield any gift, loan, benevolence, or tax without 
common consent by Act of Parliament; and that money may not be 
levied to or for the use of the Crown by pretence of prerogative without 
grant of Parliament for longer time or in other manner than the same 
is or shall be granted. In fact no exercise of the prerogative which 
involves the imposition of a charge upon the people can take full effect 
without parliamentary sanction. 


21. The foregoing statement gives the effect of the Petition of Rights 
and the Bill of Rights. 


22. It seems strange, to say the least, that to-day our Parliament should 
voluntarily divest itself of and confer on Ministers of the Crown the very 
powers which the Mother of Parliaments won from the Crown only after a 
long and bitter constitutional struggle. 


23. The constitutional principle with regard to the initiation of taxation is 
stated in 24 Halsbury at page 332 as follows:— 


No tax may be levied or financial burden of any kind imposed upon 
the people, unless it has been agreed to by their representatives in the 
House of Commons and has received statutory sanction. All the supplies 
for the public service, therefore, and any sum or sums of money out of 
the public revenue which may be required for any purpose by the 
executive Government must be authorized by statute. 


24. In this connection we would also refer to Section 53 of the British 
North America Act which provides:— 
Bills for appropriating any Part of the Public Revenue, or for im- 
posing any Tax or Impost, shall originate in the House of Commons. 


25. Although the authorities just cited deal with the initiation of taxation 
and money bills it is obvious that these grants of discretionary powers on the 
subject of taxation really amount to a delegation by Parliament of its powers 
of taxation, and we submit that such powers should only be delegated in cases 
of absolute necessity. 


26. We strongly urge therefore that the taxing power be returned to 
Parliament where it belongs and that ministerial discretion be limited to 
administrative acts only, such as the prescribing of forms, the specifying of 
dates for filing and similar powers which pertain rightfully to the Minister’s 
duties as an administrator. In cases where it appears that it is impossible to 
avoid the granting of some judicial or semi-judicial functions to the Minister 
or his officials, the exercise of discretion by them should never be final but. 
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should be subject to appeal to an independent appeal tribunal in the manner 
hereinafter referred to in respect of appeals. ; 

The CuatrrMan: May I interrupt Mr. Thorvaldson for a moment to say that 
it would appear to be impossible to complete his brief and the questions which 
will likely follow by one o’clock. 

Hon. Mr. Vien: I would suggest that if the Senate rises before 5 o’clock 
to-morrow afternoon we should meet at that time, otherwise the Committee 
might sit at 8 o’clock to-morrow night. 

The Cuatrman: I should like to make a statement while we are still in 
Committee, in connection with the report I submitted to the Senate the other 
day. The statement was made and I think it is correct, that this Committee 
has no authority to meet after prorogation. If that be so, I had in mind this 
afternoon withdrawing the report because if the committee cannot. sit, the 
report is of no value. 


Hon. Mr. Bencu: Is there going to be a prorogation or merely an 
adjournment? 

Hon. Mr. Lampert: Prorogation. : 

The CuarrMan: I imagine it will be prorogation. If the members of the 
Committee are satisfied I will withdraw the report this afternoon. 

(Carried) . 

The CHARMAN: The Committee will now adjourn to meet to-morrow 


afternoon if the House rises before 5 eels otherwise to meet at 8 o’clock 
in the evening. 


The Committee adjourned until to-morrow, December 12. 
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THE SENATE OF CANADA 


PROCEEDINGS 


eed 


OF THE 


SPECIAL COMMITTEE 


Appointed to examine into the provisions and workings of the Income 
War Tax Act and The Excess Profits Tax Act, 1940, and to 
formulate recommendations for the improvement, clari- 
fication and simplification of the methods of 
assessment and collection of taxes there- 
under and to report thereon. 


No. 7 3 
WEDNESDAY, DECEMBER 12, 1945 


K The Honourable W. D. Euler, P.C. 
CHAIRMAN 


WITNESSES: 
Mr. G. S. Thorvaldson, K.C., Winnipeg, Manitoba, representing Income 
Taxpayers Association. 
Mr. W. T. Burford, Secretary Treasurer, Canadian Federation of Labour. 


Mr. Allan Meikle, President, Canadian Federation of Labour. 


OTTAWA 
EDMOND CLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1945, 


ORDER OF REFERENCE 
(Extracts from Minutes of Proceedings of the Senate for October 24, 1945) 


That a Special Committee of the Senate be appointed to examine into the 
provisions and workings of the Income War Tax Act and the Excess Profits 
Tax Act, 1940, and to formulate recommendations for the improvement, clari- 
fication and simplification of the methods of assessment and collection of taxes 
thereunder and to report thereon; 

(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
pete Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 

Tien; 

(3) That the said Committee shall have authority to send for persons, 
papers and records. 


Attest: 


L. C. MOYER, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
WEDNESDAY, 12th December, 1945. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the improve- 
ment, clarification and simplification of the methods of assessment and collection 
of taxes thereunder, met this day at 8 p.m. 


Present: The Honourable W. D. Euler, P.C., Chairman, and the Honour- 
able Senators Beauregard, Bench, Buchanan, Campbell, Crerar, Haig, Hayden, 
Léger, McRae, Sinclair and Vien—12. 


In attendance: Mr. H. H. Stikeman, Counsel to the Committee. 


Mr. G. 8. Thorvaldson, K.C., Winnipeg, Manitoba, representing the Income 
Tax Payers Association, resumed the presentation of his brief and was again 
questioned by counsel. 


Mr. W. T. Burford, Secretary Treasurer, Canadian Federation of Labour, 
and 
Mr. Allan Meikle, President, Canadian Federation of Labour, were heard. 


On Motion of the Honourable Senator Vien, it was,—Resolved,—that the 
Honourable Senators Campbell, Crerar, Euler and Lambert be appointed to 
confer with counsel to the Committee with respect to the future agenda of 
the Committee. ? 


At 10.15 the Committee adjourned to the call of the Chairman. 


Attest: 
| R. LAROSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 
The SENATE, 


WEDNESDAY, December 12, 1945. 


The Special Committee of the Senate to consider the provisions and work- 
ings of the Income War Tax Act, etc., resumed this day at 8 p.m. 


Hon. Mr. Evuer in the chair. 


The CarRMAN: When we adjourned yesterday Mr. Thorvaldson had not 
finished his brief. Will you proceed, Mr. Thorvaldson? 

Mr. G. 8. Tuorvatpson, K.C.: Mr. Chairman and gentlemen, I was at 
the bottom of page eleven of my brief, paragraph 27. That deals with admin- 
istrative procedure. You will recall that the subject I was dealing with partic- 
ularly yesterday was administrative discretion. 

27. The administration of the Income War Tax Act is substantially in the 
same form now is it was when enacted. There is this difference, however, that 
greatly extended discretionary authority, has, throughout various amendments 
since 1917, been granted to the Minister, which has, in time, been delegated 
to the Deputy Minister, and is exercised by him and his officials. Following 
that, there should be a recognition of the fact that no proper appeal procedure 
exists before which any but the wealthy taxpayer 1s enabled to appear to lodge 
his protest against the acts of administrative officials. Even in the case of 
comparatively well-to-do taxpayers, after the exercise of the various discretion- 
ary powers granted to. officials, very little remains. in respect of which any 
court is competent to make a pronouncement. 

28. A main complaint therefore in respect of administration of income tax 
laws in the vast amount of authority and also responsibility centralized in one 
person, namely the Deputy Minister of National Revenue for Taxation. 

299. The committee will recall the testimony of the Deputy Minister on 
page 6 of the proceedings. He remarked that he had been in charge of the 
Department for 13 onerous years; that he had never reported to a board of 
directors; that he had never had the cumulative advice ‘of multiple minds. 
Then he said, “I am alone in the Department.” He also urged that some com- 
mittee such as this might act as a Board of Directors, to which he could report 
“and which could make an annual review of the workings of the Department. 

I would just like to quote briefly from what the Deputy Minister said, as 
reported at page 6 of the proceedings:— 

Of course one is surveyed and checked by internal auditors, by the 
Auditor General and his staff. But as Deputy Minister, for better or 
for worse, it is your own responsibility. In the course of building up 
one’s activities he receives no advice from anybody, other than his own 
staff. He stands isolated and alone to a remarkable degree. I have 
often felt during this war when I had to do major things that infringed in 
an onerous manner upon large sections of our people who were already 
overburdened with the war problems, that I should have liked to have 
had the cumulative advice of many skilled persons. But time and cir- 
cumstances during war do not permit that. 
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Gentlemen, our argument is that, the war being over now, time and circum- 
stances do permit of something better than we have. 


30. In the view of this association these statements correctly set forth the 
present position in this regard. We fully agree with them. We have for some 
time urged that changes in conformity with these ideas be made in this Depart- 
ment, and we believe, in fact, that a change is long overdue in the administra- 
tive system under which the income tax division is operated. 


31. If the committee will study the administrative set-ups in respect of 
income tax in both Great Britain and the United States, we believe that it will 
find, that although in both those countries income tax legislation has developed 
to a point where it is perhaps more complicated than in Canada—in fact, it is 
more complicated—nevertheless there is in neither country the centralization 
of authority that there is in Canada. In fact, from what I have been able to 
learn, I do not think there is any comparison between the centralization of 
authority in the Canadian system and the decentralization of authority in both 
the English and American systems. No one individual in those countries has 
the immense power or responsibility which is reposed here, nominally in the 
Minister but actually in the Deputy Minister. 


32. The following passage, taken from the Dominion of Canada Taxation 
Service page 69-1 of the loose leaf volume dealing with the Income War Tax 
Act refers to a most serious defect in our administration. Here I make an 
acknowledgement to our learned friend, Mr. Stikeman. The editorial material 
for this publication is, according to a publisher’s acknowledgement, especially 
prepared by Mr. H. Heward Stikeman, B.A., B.C.L., Barrister-at-Law of the 
Quebec Bar and Assistant Deputy Minister of the Department of National 
Revenue for Taxation (Legal). I quote what Mr. Stikeman said because we 
approve of it fully. That is, we maintain these are the facts. This is what Mr. 
Stikeman says: 

Appeal against any assessment made under the provisions of the 
Act must be made to the Minister who is also charged with the making 
of the assessment. Thus, in effect, the appeal is to the person who has 
imposed the tax. This is an anomalous condition which apparently exists 
only in Canada. In other English-speaking countries provision is made 
whereby. an appeal may be made to an independent board. 

I think that is the case in the United States, Great Britain, Australia, and, 
so far as I know, other English-speaking countries as well. Mr. Stikeman goes 
on:— 

In practice it appears to have worked out satisfactorily— 

I disagree with that. Our system may have worked out satisfactorily for 


the Department, but certainly not for the public. However, this is what Mr. 
Stikeman says:— 


In practice it appears to have worked out satisfactorily, although 
some disparaging comment was made on the procedure in the judgment 
in Morrison v. Minister of National Revenue, (1928) Ex. C.R. 75 at 
page 77. 

33. Audette J. said in the Morrison case:— 
“While I am disposed to agree with the appellant’s counsel, 
The CHatrMAN: Are you still quoting Mr. Stikeman? 


Mr. Tuorvatpson: This is an extract from a judgment by Mr. Justice 
Audette, but it was quoted by Mr. Stikeman: 
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While I am disposed to agree with the appellant’s counsel, in recogniz- 
ing the impropriety of placing an officer in what he called such a “grotes- 
que” and objectional position which (besides making of it a parody of 
administration of justice) is subversive of judicial tradition —on purely 
legal grounds I am not prepared to accept his view with respect to the 
decisions on appeal in the present case. I would, however, in the interests 
of public policy, earnestly recommend an amendment of the statute to 
cure the impropriety. without delay. 

That judgment was delivered in 1928, and since then nothing has been 
done to attempt to cure what the learned judge called “the impropriety”. 

Hon. Mr. Lecrr: The learned judge made a recommendation? 

Mr. THorvatpson: The learned judge recommended that there should be a 
proper form of appeal under the Income War Tax Act. 

Hon. Mr. Campseti: May I interrupt you? What was the issue in that 
case? Did the appeal involve the exercise of discretion? 

Mr. TuHorvatpson: Mr. Morrison, as you know, is of the Grain Exchange 
in Winnipeg; he’ is a grain broker. If I remember rightly, he had made 
speculative profits from trading, and the question was whether those were 
business profits or capital gains. Is that not so, Mr. Stikeman? 

Mr. StrxemMan: He had had 267 transactions on the exchange, and the 
question was the degree of business carried on. 

Hon. Mr. Campsetu: Was the decision made by the Minister in the exercise 
of his discretion? 

__ Mr. THorvatpson: No, I do not think this concerned any exercise of discre- 
tion. The case was on the interpretation of a section of the Act. 


Hon. Mr. Campseti: There was a straight assessment and an appeal from 
the assessment to the Minister? 

Mr. THorvALDSON: Yes. 

Hon. Mr. Camppeti: And this was an appeal to the Exchequer Court? 

Mr. THorvatpson: To the Exchequer Court, yes. 

Hon. Mr. Campseuu: I am just at a loss to understand why those remarks 
were made. 

Mr. TuHorvatpson: I think the remarks were made because our first appeal 
is to the Minister; under the Act the Minister is really the first appellate court. 

Hon. Mr. Camppeiyi: And the learned judge was criticizing that procedure? 

Mr. THorvaupson: Yes. Later on I refer to that as not being an appeal at 
all. I maintain that what we call an appeal to the Minister is merely a review. 
My brief continues: ) 

34. The learned judge might have added that such a procedure is contrary 
to natural justice and to the principle of constitutional law stated in 6 Halsbury, 
page 392, in the following words: 

The right of the subject to have any case affecting him tried in 
accordance with the principles of natural justice, particularly the principle 
that a man may not be a judge in his own cause— 

We maintain that the Minister is a judge in his own cause. 

Hon. Mr. Lxcer: It is not exactly his own cause. 

Mr. THorvaLpson: It is the cause of the Crown. 

The Cuairman: The complainant and the judge are the same person, is 
that it? . : 

Mr. TuHorvaLtpson: Yes. Then the brief says: 
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35. We therefore urge: 

(a) That the office of Deputy Minister of National Revenue for Taxation 
be abolished and that the administration of income and corporation tax laws be 
vested in a board, which might be known as “Board of Income Tax Administra- 
tion” and of which one person would be chairman. The functions of this Board 
should be purely administrative, namely, to administer the income tax law and 
the rules and regulations made thereunder. 

(b) That returns be filed: in the offices of the District Inspectors as at 
present; that assessments to tax be made directly by the District Inspectors; 
that all assessments to tax be made directly by the District Inspectors; that all 
assessments be subject to appeal either by the Crown or the taxpayer. 


Hon. Mr. Lecer: Excuse me, but should the assessments made by the 
District Inspector not be subject to review by the board? 

Mr. Tuorvatpson: Yes, we would make everything subject to review, that 
is upon appeal. For instance, if the District Inspector made an assessment that 
the administration at Ottawa did not approve of, the Minister would have a 
right of appeal. I think we will come to that later on. 

The CrarrMan: You recommend that assessments to tax should be made 
directly by the District Inspectors. Do you say that they do not make any 
assessment at all now? 

Mr. Tuorvatpson: Returns are filed in the offices of the District Inspectors, 
but I think I am right in saying that the actual assessments are made only 
after the tax returns are sent to Ottawa. | 

The CramrmMan: Are the assessments not made in the district offices and 
confirmed by Ottawa? 


Mr. StixeMAN: Only where the taxpayer earns more than a stated amount: 
of money—I think it is $10,000 and over in the case of individual taxpayers. 
Otherwise it is all done in the district office. The assessment is actually 
issued from the District Inspector’s office in every case. 

Hon. Mr. Haic: After he gets word from Ottawa? 

Mr. StrkeMAN: No, he does not get word from Ottawa. 

Hon. Mr. Hare: He gets word from Ottawa in every case where the income 
is $10,000 and over? : 

Mr. STIKEMAN: Yes. 3 

Hon. Mr. Hare: And no tax assessment is issued until he gets that word? 

Mr. StrxkeMAN: That is so. | 

Hon. Mr. Haypen: The central authority at Ottawa is, of course, repre- 
sented in all rulings and regulations made by every district office. (es 

Mr. TurorvaLpson: Oh, yes. The rulings and regulations must come fro 
one central authority. There must be a certain amount of centralization, un- 
dowbtedly, but we maintain that the centralization in Canada is too great. 


Our next recommendation is: 


(c) That all rules and regulations made under the Income Tax 
law should be published in the Canada Gazette; they should only have 
effect until the next ensuing session of Parliament when they would 
require the approval of Parliament. | 


Hon. Mr. Hata: Hear, hear. 


Mr. TuHorvatpson: In other words, we maintain that we should make 
effective the constitutional principle that no one should be taxed except with 
the direct approval of Parliament. Our next recommendation 1s: 
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(d) That there be created a permanent appeal board (or. boards) 
which might be called “Commissioners of Income Tax.” The members 
of this Board should have security of tenure in office and should consist 

of a judge (chairman), a chartered accountant and business man 
(economist). This Board would hear appeals in Ottawa and would also 
go on circuit and hear appeals throughout Canada. The Board and its 
members should have no administrative jurisdiction and be wholly 
independent. of the administrative side. It should stand between the 
Crown and the taxpayer. ) 


If one board was not sufficient to handle the volume of work, there might 


be more than one. I think the United States Tax Court consists of sixteen Judges, 
who go on circuit. 


Hon. Mr. Vien: Do you not think it would be preferable to have one court, 
of the necessary number of members, so as to maintain a uniformity of Juris- 
prudence? 


Mr. THorvatpson: That may be. 

Hon. Mr. Vien: The Interstate Commerce Commission in the United 
States is an example of that kind of body. 

Mr. THorvaupson: The brief continues: 

36. We recommend also that all employees of the Income Tax Adminis- 
tration become a part of the Civil Service of Canada. 

Hon. Mr. BucHanan: What is your. argument on that? 

Mr. THorvaLpson: We see no reason why the employees should not be part 
of the Civil Service. 

Hon. Mr. BucuHanan: Do you think the income tax service would be im- 
proved if the employees were Civil Servants? 

Mr. THoRVALDSON: Yes. 

Hon. Mr. Hata: They could not be removed if they were Civil Servants, 
but they can be removed now. | 

Hon. Mr. Haypen: Maybe that is a good thing. 

The CHatrMAN: Civil Servants can be removed for cause. 

Hon. Mr. Haie: For cause, yes. But income tax employees can be removed 
by any new government that comes in and wants to remove them. 

Hon. Mr. Bucuanan: I am wondering whether the Income Tax Service 
would be improved if the employees were selected by the Civil Service Com- 
mission. 

Hon. Mr. Hate: We shall be here all night if we get into an argument on 
that. 

Hon. Mr. Lecer: The employees would feel more independent if they were 
civil servants. 


The CHAIRMAN: Suppose we allow Mr. Thorvaldson to proceed. 


Appeal Procedure 


37. Argument is not required to prove that the appeal provisions in the 
Income War Tax Act amount to a denial of access to the Courts for any 
except well-to-do taxpayers. 


38. Even as to them, in the first place the grants of discretionary powers 
generally preclude the right to or at least the possibility of a successful appeal. 
In the second place the same officials, who made the assessment or ruling 
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complained against, become in the first instance both judge and jury. Such a 
proceeding does not deserve the name of an “Appeal”. It is merely a review 
by the same officials of their own order previously made. 


39. Then the Act provides for a further appeal to the Exchequer Court. <A 
prerequisite is the deposit by the taxpayer of security for the Crown’s costs 
in the sum of $400.00. 


40. We recommend that an inexpensive method of appeal be provided. 
In the first instance it should be to the Commissioners of Income Tax pre- 
viously referred to. This Board would sit for the hearing of appeals both in 
Ottawa and on circuit throughout Canada. No security for costs should be 
required on the taking of an appeal to this Board and no costs should be 
assessed either against the Crown or taxpayer. 


41. Thereafter both the Crown and the taxpayer should have a further 
right of appeal to the ordinary civil courts. Then a final right of appeal from 
the ordinary civil courts should be given to the Supreme Court of Canada.:No 
security for costs should at any time be required from the taxpayer. 


42. In the result, we should develop in Canada as has been developed in 
Great Britain, a body of income tax law on the basis of which both individuals 
and corporations would be able to seek and receive reasonably accurate advice 
in respect of the effect of income tax statutes on proposed or projected ventures. 


Continuing Power of Assessment 


43. Some alleviation in the former unlimited time for re-assessment was 
eranted by the amendment to Section 55 of the Income War Tax Act in 1944. 
Prior to that time the power of re-assessment was unlimited. There are good 
grounds for giving power of re-assessment for an unlimited duration in cases 
of fraud or misrepresentation by the taxpayer. Apart from that however the 
6 year period for other cases given by Section 55 (b) seems unduly long and 
should be, in our opinion, reduced to 3 years from the end of the tax year to 
which it relates. That is the period under the United States Internal Revenue 
Code—three years from the filing of the return. After that no re-assessment 
can be made in the United States. 


The CHAIRMAN: Even for fraud. 

Mr. Tuorvautpson: No, I think there is an excention for fraud. The six 
year period does not begin to run until the date of original assessment and may 
therefore cover a period of 3, 5 or 10 years in addition to the six year limit 
referred to in the section. For instance in the case of a return filed in 1942 
for 1941 income, if this is not assessed until say 1945, a re-assessment may still 
be made in 1951, namely 10 years after the tax year in question. 


Refund of Overpayments 


44. There appears to us no good reason why Section 56 providing for 
repayment by the Minister of an over-payment of tax should be permissive 
only and not mandatory. (The section commences: “The Minister, may,. .. . 
refund . . . . ete.). Furthermore, after assessment, is there any good reason 
for the taxpayer being firstly, required to make application in writing for a 
refund and secondly, having to do so within a 12-month period after payment 
or issue of the notice of assessment? 


45. It should be mandatory for the Minister, without application therefor, 
to refund any overpayments of tax that come to the notice of the department. 
In any case it seems harsh and unjust that the taxpayer should lose his right 
to a refund after only 1 year. 
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Interest on Overpayments 


46. It has been urged before this committee that substantial difficulties 
prevent the payment of interest on overpayments of tax. | 


47. We want to give you, however, some examples of injustices done to 
taxpayers by virtue of non-payment of interest on over-payments. 


48. Our correspondent in preparing his returns for 1942 did not believe 
he was subject to Excess Profits Tax and hence did not file an Excess Profits 
Tax form. However, he overpaid his income tax by $1,277.81. In due course 
of assessment this amount was transferred to his liability for Excess Profits Tax 
for 1942 and 1943. Nevertheless he was charged interest or penalty of $34.41 
in respect of his failure to file a return under the Excess Profits Tax Act 
for a time during which he had a substantial credit balance in his favour in the 
hands of the department. The amount involved was not large, but there was 
a real sense of injustice in his mind. 

Various cases arise which cause real inequities to ensue as a result of the 
non-requirement to pay interest on credit balances, and hence a sense of 
injustice in the mind of the taxpayer. 


49. Another type of case is the following: In the event of re-assessment by 
the Minister, should a liability for tax in certain past years be established, 
together with an over-payment in others, interest would be charged on the 
underpayments while the law makes no provision for interest being credited 
to the taxpayer on overpayments even though the two conditions may have 
resulted from a single adjustment (e.g. transfer of an item of revenue from one 
year to another year). 


50. We therefore recommend: 


1. That a nominal rate of interest, not in excess of the rate allowed on 
bank deposits (e.g. 14 or 2%) be allowed on voluntary overpayments. 
That would be to prevent people making overpayments as an investment. 


2. That in cases where overpayments become apparent only through later 
assessment or re-assessment, the same rate of interest should be allowed as is 
charged on underpayments in other periods. 


Secrecy of Ruling and Decisions 


51. A common complaint in respect of Canadian income tax administration 
is in respect of rulings or directives. 


They have been referred to here as memoranda. 


Which have a general application over all business, being given to assessors 
and not being made available to the public. It is probably correct to say that 
one may obtain information on a specific ruling by calling at an income tax 
office and giving the specific circumstances. One firm of chartered accountants 
however, write as follows: “A certain number of rulings are issued and made 
available to the Institute of Chartered Accountants. We are, however, satisfied 
that for every ruling made available through the Institute there are at least ten 
that are not made available, and which are applicable to business generally.” 

We have a great number of letters, particularly from accountants, com- 
plaining of this matter of rullings. 


52. Similarly, in respect of decisions made by the Deputy Minister or his 
officials, based of course on discretionary powers, there is no way of knowing 
if the same principles are applied to one case as to another. Hence there is no 
body of authorities or precedents being developed here in respect of adminis- 
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trative rulings, which would, in course of time, produce knowledge and certainly 
both in the minds of taxpayers and their professional advisors, instead of the 
_ present confusion. 


Equality in the Emposition of Income Tax 


53. The Honourable J. L. Isley, K.C., the present Minister of Finance 
is reported in Hansard for April the 16th, 1943 at page 2289 as saying: 

“In the Victorian period the avoidance of taxation was a polite, gentle- 
manly game. Taxation was low, and if a taxpayer could find a hole in the 
law and crawl through it, everyone laughed about it and tried to block up 
the hole. But it did not make very much difference... But when taxation 
becomes as heavy as it is to-day, when to a very great extent the people of 
this country are working for the state—and properly working for the state— 
then it is not an amusing matter, and is beyond the realm of a game, It 
becomes something—well, perhaps not exactly treason, but something considered 
most unpatriotic and unsocial.” 


54. The Finance Minister rightly stresses the responsibility resting on 
each citizen to carry his share of the burden of taxation; but such an attitude 
by the taxpayer can be excepted only in regard to an income tax that is 
fairly and equitably imposed. There is, therefore, a prior responsibility upon 
the Government to see that in the first instance the tax law is as fair and 
as free from uncertainty and arbitrariness as it can be made. The late Lord 
Stamp wrote (Economic Journal (1919) volume 29, page 407): 

“Tt is useless to show that a proposed tax is practicable and innocuous in 
its legal effects, if it is inherently unjust, and the consideration of its equitable 
character must precede the treatment of other aspects.” 


55. The reason for the rule is obvious; inequality in the imposition of taxes 
will demoralize and undermine the collection and administration of the tax 
because no one feels compunction for evading a tax which he has reason to 
believe is unjust and discreminatory. A tax, therefore, that cannot be justified 
on sound principles of economics is bound to destroy public confidence in the 
tax and in its administration. 


56. Having in mind the effect of the same upon administration and collec- 
tion of the tax we should like to enumerate some of the inequalities and 
anomalies in the Income Tax, Act. 


57. The unequal taxation of corporations and Joint Stock Companies.- The 
Income tax imposed by the Income War Tax Act viewed as a whole is a tax 
on the income of individuals. But in addition the Act imposes a tax on the 
‘neome of certain kinds of business concerns, namely, business organized as 
Joint Stock Companies or Associations (see section 2 (h) and 3 (1) of the 
Act) As the income of business concerns organized.in other ways are not 
subject to income tax the question arises why these particular kinds of business 
organization should be singled out of imcome tax? As originally imposed 
dividends were exempt from normal taxation in the hands of the shareholder. 
But since 1926 the profits of Canadian joint stock companies have been taxed 
as income of the shareholder. The drastic effect of this double tax on the 
trading corporation and particularly on the small trading corporation is only 
appreciated by those that are subjected to Ae 


58. Again other companies and associations are entirely exempted from 
tax, namely, the income of any company, commission of association not less 
than 90% of the stock or capital of which is owned by a Province or Munici- 
nality, And it would seem—it is the fact of course—also the corporations 
owned by the Dominion Government or Crown Corporations are exempt. © 
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59. The taxation of co-operative associations and mutual associations has 
just been the subject of a Royal Commission report. If the recommendations 
of this report are carried out the income of co-operatives will be given special 
consideration firstly, in the recommendation that co-operative corporations be 
allowed to deduct from taxable income such amounts as are paid or credited 
to their patrons as patronage dividends, and secondly, in the proposal that new 
co-operatives shall be entirely exempt for a period of three years. 


60. Personal Corporations—their income is exempt from tax (Section 21 (9) ). 


61. Family Corporations. If the recommendations of the Ives Commission 
are put into effect by the Government, Family Corporations—i.e. Private com- 
panies as defined by the Dominion Companies Act—will receive special considera- 
tion with regard to the capitalization or distribution of surpluses earned prior to 
the end of the 1939 Fiscal Year and on re-organization with regard to undis- 
tributed income. 


62. We are of the view that these inequalities can only be removed by 
repealing the double taxation of company profits distributed as dividends and 
by allowing all companies to increase their capital by the payment of stock 
bonuses or dividends without such stock bonuses or stock dividends being taxed 
as income in the hands of the shareholder. In the United Kingdom of Great 
Britain and in the United States companies have had this right throughout the 
war—subject to certain conditions—and this does not seem to have rendered the 
tax any less effective. 


Hon. Mr. Campsaiut: What “right? 

Mr. Tuorvatpson: . In the United States—Mr. Stikeman probably knows 
more about this than I do—I understand that under the Internal Revenue Code 
or the law on the subject companies have the right to capitalize surpluses. I 
think the Pitman judgment goes into that matter. 

Hon. Mr. CampsetLt: You are speaking only of capitalization of surplus, 
not payment of dividends? 

Mr. THorvatpson: Oh, no; capitalization of surplus and the distribution 
of such surplus as capital by stock dividends. That right has been exercised in 
the United States and also in Great Britain throughout the war. According to 
- my understanding, the judgment in the Pitman case held that this was a dis- 
tribution of capital and not cf income, and the 16th amendment, being the 
amendment by which the Federal Government of the United States assesses 
income tax, refers to income. Therefore under the constitution the Federal 
Government is able to tax income only, and since the courts held that certain 
of the distribution is capital, it cannot be taxed by the treasury authorities. 

“Hon. Mr. Lecrer: There might be a distinction if the company is dealing 
with its own stock. There is a similar provision in our own company law. 

Mr. THorvautpson: That may be so. It is true the Ives Royal Commission 
dealt with this very point. But under the law now you cannot capitalize 
undistributed surplus and pay it out as stock dividends. 


Hon. Mr. Campsetu: Except to an American company owning the shares. 

Mr. THorvaLpson: Yes. Here in Canada the provisions of the Act relating 
to joint stock companies have the effect of placing all such trading companies in 
a straight jacket. : 

Hon. Mr, Davies: What do you mean by “personal corporation’’? 


Mr. TuHorvaLtpson: That is a corporation owned wholly by the members. 
of one family. Under certain conditions that corporation pays no corporation 
income tax; the tax is.levied entirely on the individual. The personal corpora- 
tion is selected for this tax privilege. 
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Hon. Mr. Haypen: Do you call that a tax privilege? 
Mr. TuHorvatpson: Technically it is. 7 
Hon. Mr. Haypen: Whether the profits are paid out of the company or not, 
the individuals owning the company are taxed at individual rates on the full 
amount of the earnings. It may not be much of a privilege. 


Mr. THorRVALDSON: Perhaps not. 

Hon. Mr. Haypren: The income tax authorities look through the structure 
and tax the individual. 

Mr. Tuorvatpson: I agree with you. I am just referring to that as one 
type of corporation being singled out for different treatment. 

Hon. Mr. Haypen: It may be an inequality, but not of the kind you have 
in mind. 

Mr. Tuorvatpson: I am referring to it as a corporation singled out for 
particular treatment, just as we have singled out co-operatives and so on. That 
is what we criticize. 

Hon. Mr. Haypen: That is not special treatment. 


Mr. Tuorvatpson: It is in a way. You single out the corporation and 
say that it shall not be taxed on a corporation basis. 

Mr. StrkKEMAN: You can scarcely say it is any benefit, because under the 
Act the corporation is not empowered to hold gains exempt from income tax; 
it must distribute them—in theory, anyway. 

Mr. Tuorvatpson: I am not criticizing that. 


63. In this connection we would draw attention to the Memorandum of 
Reservations by Dr. D. A. MceGibbon on the subject of granting special tax free 
privileges to Family Corporations, to be found on page 77 of the report of the 
Ives Commission. This association is in agreement with this Memorandum of 
Reservations. Our view is that there is in the majority report of the Ives Com- 
mission on Family Corporations an attempt to cure symptoms rather than the 
underlying cause of the trouble which the double taxation of the profits of 
corporations distributed as dividends. 


64. Another example of double taxation is the combined effect of the gift 
tax and income tax on gifts between husband and wife (see Section 32 (2) of 
the Act). | 


65. The 4 per cent surtax on investment income in excess of $1,500. This 
tax is discriminatory against savings and should be abolished. Any savings or 
capital accumulation which produces income has borne income tax in the process 
of being earned and the income therefrom is subject to tax. Many economists 
consider this double taxation. To place a third tax thereon in addition to the 
ordinary graduated tax is unjust. The present graduated tax constitutes sufficient 
differentiation between earned and investment income. 


66. Farmers income. The apparent breakdown in the application of the 
provisions of the Act to the income of farmers as disclosed by statistics published 
by authority of the Minister of National Revenue is another case of inequality. 
The following table taken from these statistics has already been published in 


various newspapers across Canada. 
‘\ 
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Individual Income Tax Collections 


No. of Per cent Taxes Per cent to all 
Tax Year agrarian of all paid or taxpayers’ 
taxpayers taxpayers assessed payments 
LOST a Deere Pe 921 -42 $ 76,395 “22 
EY oa BR AN RD Yet 1,000 -42 78,081 -19 
MOS sO | oc eee eae eee 1,309 -49 124,836 27 
BO SOAs, Lea eee 1,721 -59 151,549 29 
COBOL yale ean 1,869 62 204.319 39 
TOA 14 ae coe ae a Oe 1,488 -38 150,108. “27 
1942 AB. oso outs eae ah 3,069 -50 440,212 “38 


__67. We believe, however, that the percentage of farm returns and taxes 
paid for the tax year 1943-44 is somewhat higher than for the preceding year. 


68. These figures are given here as additional evidence of the many inequities 
Im any Income tax system. 


The CuairMan: Do you call them iniquities? 

Mr. TuHorvaupson: They are practically iniquities. So many people talk 
about income tax being the perfect tax system. We maintain it is far from 
the perfect form of taxation claimed for it. 

Hon. Mr. HaypEn: Qua tax or the form in which it is carried out? 

Mr. THorvaupson: If you will permit me to continue my reading I think 
it will be answered. These figures are given here as additional evidence of 
the many iniquities in any income tax system; namely, it bears most heavily 
on persons with fixed and known incomes such as wage earners and salaried 
persons and generally much more lightly on persons such as farmers, truckers 
and workers-on-their-own whose incomes are neither subject to easy computation 
nor the easy reach of the tax collector. I think we all recognize the fact that 
the income tax system bears harshly on a person such as salary earners whose 
income is easily computable. 

Hon. Mr. Haypen: And also people receiving dividends. 

Mr. THorvaupson: Yes, receiving dividends, salary and so on. It naturally 
bears much less harshly on those whose income is hard to determine. 

Mon. Mr. Beneu: Mr. Thorvaldson, on this phase of your presentation, 
will you tell me whether or not you have examined the order of reference from 
the Senate to this Committee? 


Mr. THORVALDSON: Yes. 


Hon. Mr. Bencu: What do you say as to whether or not there is any 
jurisdiction under that order of reference to examine into such matters as 
those touched in paragraph 68 of your brief? 

Mr. Tuorvaupson: I think that is perhaps beyond the terms of reference. 
For that reason we are really dealing with the subject very briefly. It is a 
tremendous matter in itself, but we are making a passing reference to it. 

The CHatrMan: Senator Bench, are you protesting against this feature? 

_ Hon. Mr. Bencu: No, but I would like it to appear on the record that 
presentations to this Committee dealing with incidence of taxes, rates of tax and 
policy with regard to matters have no place in the consideration of this body. 


The CuamrMAN: I quite agree. I have not interrupted Mr. Thorvaldson 
because the Committee seemed to be satisfied and are interested in getting all 
the information they can. I believe policy is involved in this question. It is 
in the hands of the committee and if no one definitely protests, I will permit 
Mr. Thorvaldson to continue. | 
_ Hon. Mr. Bencu: Be assured that I am not strongly protesting; there might 
be some merit in this phase. 


51976—2 


Ms 
312 SPECIAL COMMITTEE 


Mr. Tuorvatpson: If the terms of reference had been any wider our sub-_ 
mission would have been much larger than it is. We have really tried to 
confine ourselves generally to the terms of the reference except for these last 
two or three pages and we refer to these matters just to indicate to the Com- 
mittee— 

Hon. Mr. Camppeiu: Your feelings in the matter. 

Mr. THorvALpson: —that there are inequities in any income tax system. 

Hon. Mr. Bencu: Mr. Chairman, I do not» wish to be misunderstood either 
by yourself or by the witness. I suppose it is possible to make a presentation 
having to do with the workings and mechanism, or whatever terms are used 
in the order of reference, without infringing upon the matter of policy and 
inequalities of the tax rate. I do suggest with respect that we ought to have it 
more or less distinct in our minds that these matters are not a subject with 
which we can be concerned in our report. 

The Cuatrman: I think you are quite right, and your remarks will appear 
in the report. 

Hon. Mr. Haic: I am sorry, but I do not quite share the view of Senator 
Bench. . 

Hon. Mr. Haypen: Neither do I. 

Hon. Mr. Hata: The question of the possibilities of inequities which the 
Act permits has nothing to do with policy. 

The Cuatrman: Mr. Thorvaldson also adds what should be done, which 
I think would be policy. 

Hon. Mr. Haic: Not necessarily. His argument is simply this, that the 
white collared people, because they have fixed incomes pay more taxes than 
people who are truckers, farmers and other workers. 

The CuatrMan: I am not objecting to that, but Mr. Thorvaldson brings in 
the question of double jax. He criticizes double tax. That is a matter of 
policy. 

Hon. Mr. Hata: Yes, but Senator Bench did not say a word about that 
phase of it. | 

The Cuatrman: LI have no objection, so there is no purpose in arguing 
about it. 

Hon. Mr. Hata: Senator Bench’s comment has been taken down, and I 
do not wish the majtter to drop without the protest on my part that section 68 
of the brief does not touch on the question of policy but touches on the Act, 
and says how the Act permits this to be done. | 

The CuatmrMan: I do not know that Senator Bench was directing his 
argument against that particular paragraph. 

Hon. Mr. Bencn: It was. 

The CuatrmMan: I do agree with him that towards the last of Mr. Thor- 
valdson’s remarks they were verging on jthe subject of policy. 

Hon. Mr. Bencu: I suggest that the whole of Professor McDougall’s 
presentation was outside the scope of our reference. However I found it quite 
entertaining. 

The CuHarrMAN: Does anyone object to this conversation appearing on the 
record? 

Hon. Mr. Hate: No. 

Hon. Mr. Bencon: No. 

The CuarrMan: We will let it go at that. 
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Mr. THorvaupson: We have discussed what we deem to be the main 
deficiencies in our income tax laws. It is put that way because we do not wish 
it understood that we think: these are the only ones. These defects cut so 
deeply into the very roots of our present Income War Tax Act that in our view, 
minor amendments now would merely serve to delay a necessary complete 
revision or redrafting of the Act. In such revision two matters in particular are 
of paramount importance: (a) the elimination of quasi-juidicial and judical 
discretionary power in the hands of officials and (b) the task of achieving de- 
uncadioas of jthe present centralized and authoritarian control exercised in 

ttawa 


70. When this task in-commenced there are many, perhaps seemingly anes 
but nevertheless important provisions, that this association would urge to have 
incorporated in such a statute and which have not been mentioned here. Only 
by a survey such as we have conducted can one discover how harshly present 
rates of tax bear on some classes in the community, and also how comparatively 
easy it would be to give substantial relief to these classes at very little cost to 
the national revenue. 

In conclusion, gentlemen, I might say that it would. be improper to suggest 
that behind this presentation are the views of only a few of the officers of the 
Income Tax Payers Association. Practically everything that appears in the 
brief is based upon a fairly thorough survey of Canadians from coast to 
coast. It is based upon material that we have received, letters and briefs from 
well over two hundred people. 

Hon. Mr. Bucuanan: Your organization is a Dominion-wide organization? 

Mr. THorvALpson: Yes. 

The CHatrMAN: Has your brief been approved by your organization? 

Mr. Tuorvautpson: Yes, the brief has been approved by the directors of 
the organization. 

The CHarrmMan: To follow our usual procedure, is it satisfactory to have 
Mr. Stikeman begin the questions? 

Hon. Mr. Camerseti: Might I on the last point ask Mr. Thorvaldson a 
few questions about his association. Mr. Thorvaldson, you referred to the 
fact that you had 7,000 members? 


Mr. THoRVALDSON: Yes. 

Hon. Mr. Camppeuu: Is your association incorporated? 

Mr. THorvatpson: No, it is not incorporated; it is a voluntary association. 
Hon. Mr. Campseu: It is carried on for what purpose? 


Mr. THorvaupson: I think I referred to some of the objects on the first 
page of my brief, as follows: 
1. The Income Tax Papers Association was formed with objects, 
among others: 

(a) To investigate and study the incidence of Income Tax, both generally 
and as it may affect any particular Meads industry, business or 
class of individuals; 

(b) To seek and obtain the simplification of Income Tax laws; 

) To inform members of the association from time to time of the 
provisions of any income tax legislation and of any new development 
in Income Tax law; 

(d) To afford Income Tax payers an opportunity of acting unitedly in 
making representations to the proper authorities to secure relief from 
inequalities in Income Tax law or administration; and to give pub- 
licity to such inequalities with a view to obtaining the redress 
thereof. 
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Hon. Mr. CampsBeuu: It is a membership organization? 

Mr. THorvaLtpson: A membership organization. 

Hon. Mr. Campsetu: And it is carried on not for the purpose of gain? 

Mr. THorvautpson: Not for the purpose of gain. 

Hon. Mr. Camppetu: Are these 7,000 people just members? 

Mr. TuHorvALpson: Just members. 

The CHatrMAN: They are paid members? 

Mr. THorvALpson: Paid members. - 

Hon. Mr. Camppett: They are on a membership fee basis? 

Mr. THorvatpson: Yes; therefore, there is no canvass. They have simply 


sent in their membership and become members. There are no professional 
canvassers or anything of that kind. 


Hon. Mr. CAMPBELL: An appeal was made when the association was formed, 
I would assume, to the people who might be interested in the tax question? 

Mr. THorvaLpson: That is right. 

Hon. Mr. Camppetu: And your headquarters are in Winnipeg? 

Mr. THorvaLpson: They are in Winnipeg. 

Hon. Mr. Campseiu: You have spoken of a survey, an exhaustive survey, 
that was made. I think it is rather important to deal with that question now. 
You created the impression that these 7,000 people from coast to coast generally 
endorsed ‘what has been said. Do you suggest that the survey which you have 
made was to find objections to the Income War Tax Act, and the provisions and 
workings of it, or what type of taxation survey do you refer to? 

Mr. THorvatpson: In the first place, Senator Campbell, the letter which I 
read to you and which is included in our brief, starting on page 1,was sent to 
Mr. Isley gn September 7th and at the same time, or a week or two thereafter. 
it was sent to every member of the association—the whole 7,000. It was sent 
to the membership with the notice of the annual meeting. There came back 
about a thousand or so proxies for the annual meeting, and a large number of 
letters from our membership approving that letter which was sent to Mr. Ilsley. 

Hon. Mr. Campseiy: That is the type of survey you carried out? 

Mr. THorvaLtpson: That was not the real survey which we made later. 

Hon. Mr. Camppetu: That is what I am interested in. 


Mr. THorvaupson: Upon the appointment of this Committee we wrote a 
letter to our entire membership, and [ would be glad to read it to you if you 
wish. 

Hon. Mr. Hata: I think it would be interesting. 

Mr. THORVALDSON: 

To Members: 

A committee of the Canadian Senate has just been appointed for 
the purpose of making a complete and thorough investigation into 
Canadian income tax laws. As a result of this investigation it is hoped 
that some order will be produced out of this country’s present chaotic 
income tax situation. . 

This action is wholly in accord with the views of your association 
as for a long time we have been urging that steps be taken by the 
government to completely revise Canada’s income tax structure. 

_ Your association therefore proposes to appear before this committee 
to present the views of our membership, and to otherwise assist the 
Senate Committee in its work. 
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Consequently we urge you now to write us immediately advising 
us of any particular income tax problems of which you are aware or 
of any such problems which either affect you personally, your company 

- or your particular business or industry. Will you please let us hear 
from you? : 

This inquiry is one of the most important tasks undertaken by a 
parliamentary committee for a long time. It is therefore the duty of 
us all to do our share to make its work of value to the country. 

Furthermore if you have problems in your business or industry 
which you think should be dealt with independently of this association, 
then we urge you to have such problems presented directly to the 
committee. 


That letter went out over my signature. 


The CHatrmMan: What was the reaction? 

Mr. TuorvaLpson: The reaction was the receipt back of over two hundred 
letters and briefs from taxpayers across Canada. I brought a few of them 
with me that I could refer to. 

The CuarrMaNn: Is the brief completely made up of the contents of those 
letters? 

Mr. THorvatpson: The letters, I would say, and the briefs that we received 
from the taxpayers touched on every point that we have referred to in our brief. 

The CuairMAN: How many members are there in what we might call the 
executive committee of your association, who endorsed this brief? 

Mr. THorvaupson: Five members. 

The CHairMANn: Are they all from Winnipeg? 

Mr. THorvatpson: Four are from Winnipeg and one is from Toronto. 

Hon. Mr. Campseuty: Will you give us the names and occupations of those 
five persons? 

Mr. THorvaupson: Yes. There is myself as President, Morley Smith, K.C. 
of 92 Adelaide St. West, Toronto, Vice-President; Herbert Adamson of Winni- 
peg, Secretary; I. J. R. Deacon of Winnipeg and C. J. McLeod of Winnipeg. 
That is the board of five. 

Hon. Mr. Campsetit: Have you a permanent staff? 

Mr. THorvatpson: No; we have one girl who looks after the membership 
records and that is the only staff. 

Hon. Mr. Camppeii: You have not a statistician or anyone such as that? 

Mr. THorvatpson: No. 

Hon. Mr. Camppeuu: I rather gathered from the survey that there had 
been a little more of an organized survey than just the letters and representa- 
tions that you got. 

Mr. THorvaupson: No, that is the only type of survey. I might say Mr 
Adamson, who is the Secretary of the Association, has been working on income 
tax matters for a great number of years. I think he is a very competent man. 
I myself have been doing some work on income tax matters for a few years: 
and this brief is made with the collaboration of the members and the executives, 
and of course with the aid of these letters and various briefs that we have 
received. 

Hon. Mr. Campsety: Do the letters speak of any hardship that the tax- 
payers have suffered as a result of the administrative set up of the Department? 

Mr. THorvatpson: Yes, very much so. As a matter of fact, I would like 
very much to read some of these letters to the Committee. 
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Hon. Mr. Campsety: I suppose there would be no objection to making them 
all available? | 

Mr. THorvatpson: No. We would be very glad to make them all available. 
As a matter of fact, in the last paragraph of our brief we suggest that we desire 
to make all these letters available to this committee, but we do not think that 
this is the time for it. In this brief we tried to deal with two main principles, but 
we do think that in these letters there is a great amount of material that should 
be made available to this Committee. That is why we should like to have an 
opportunity of making them available. . 


Hon. Mr. Campsetu: Probably I have covered the ground. on organization. 
Mr. Stikeman may want to ask some questions. 


Hon. Mr. Bucuanan: On the question of organization, Mr. Thorvaldson, 
you spoke throughout Western Canada last year at meetings of boards of trade 
and so on. You did not attempt to form any branches of the Association in any 
of the cities or towns where you spoke? 

Mr. THorvaLpson: No. 

Hon. Mr. BucHanan: There are no branches? 

Mr. THorvatpson: No branches. 

Mr. Srixeman: Mr. Chairman, I would like to ask the witness a number 
of questions to illustrate some of the statements which are of a rather general 
character, and to throw some light for the benefit of the Committee upon the 
examples and facts underlying those statements, if possible. For example, on 
page 6 of your brief, Mr. Thorvaldson, after referring to instances of the exercise 
of discretion you say, “The fact is that many of these powers are purely judicial 
functions”. The powers referred to are the powers of the Minister. Could you 
vive us some examples of what you consider purely judicial functions? 

Mr. THorvaLpson: Power is given to the Minister, for instance, to determine 
conclusively what is an expense in doing business and what is not. I think that 
-is a judicial function. That is the Rights’ Canadian Ropes case and the Nicholson 
case, both of which are cited in the November issue of the Canadian Bar Review. 
I deem those to be judicial functions. 

Mr. Srrxeman: Both of those cases turned upon the determination of the 
quantum of the salary or commission which might be charged, not upon the 
substantive question of whether a salary or commission could be charged. That 
is, it was a question of fact rather than a question of law. Do you consider 
questions of fact come within the ambit of purely judicial functions? 

Mr. THorvaLpson: I do, yes. 

Hon. Mr. Viren: Do you not, Mr. Stikeman? Judicial tribunals have to 
determine questions of fact as well as questions of law. 

Mr. Srixkeman: I am not taking issue with the witness, Senator Vien. 
I was merely asking him to give examples of judicial functions. 

Hon. Mr. Vien: When you make an appeal from an assessment you appeal 
to the Minister, and he gives a decision on the points covered by the appeal. 
That seems to me at least to be a judicial function. 

Mr. StrkpmMan: That is a very good: example, Senator. 

Mr. Tuorvatpson: In further reply to that I would like to refer to what 
is said by Mr. J. S. Forsyth in an article entitled “Taxation Rulings and Deci- 
sions,” in the November issue of the Canadian Bar Review. I think this is 
definitely on the point as to whether these powers are judicial or quasi-judicial 
or merely administrative. This is what Mr. Forsyth says, at page 763: 

There are said to be more than 100 instances in the Income War Tax 
Act and the Excess Profits Tax Act where the Minister has been given 
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discretionary power. These powers extend from those which are purely 
administrative, such as those enabling him to prescribe the form of a 
return (section 40), to the wholly judicial or quasi-judicial functions 
in the appeal procedure. A further power which is contained in section 47 
of the Act is almost legislative in extent where it provides that in respect 
of any taxpayer, even if a return has been filed or has not been filed, 
“the Minister may determine the amount of the tax to be paid by any 
person.” A consideration of this opens up the whole field of administrative 
law, an interesting subject but of some complexity and certainly one which 
is becoming of great importance in the everyday affairs of many persons. 


I cite that because it is right on the point; and Mr. Forsyth is, I think, 
an authority upon the question. 


Mr. StrkeMAN: On page 7 of your brief you make the following statement: 


Can it not be inferred that the fact of discretionary powers played 
a large part, both in precluding the possibility of accurate and exact 
income tax returns as well as, perhaps unfairly in many instances exacting 
this additional 38 millions from Canadian taxpayers? 


You were referring there to the statement by the Deputy Minister that his 
assessors had collected in one year $38,000,000 more taxes than the returns of a 
large number of taxpayers showed that they though were due and owing. What 
precisely is the inference that you draw? Do you infer that this sum of 
$38,000,000 was not chargeable under the law and that the use of the adminis- 
trative diseretion had permitted the Department to increase the assessments above 
the amounts which would have been charged under the statute if it were not for 
that discretion? 

Mr. THorvatpson: That question is nearly impossible to answer, because 
you refer to what the law allows, whereas what is really involved is the discretion 
of the Minister. Take the particular case that I suggested a while ago. A 
company has a certain expense of $25,000. The Minister has complete discretion 
to determine whether that item of expense shall be allowed in whole or in part 
or not at all. Suppose he cuts it down to $5,000. Then there is going to be 
taxation of that extra $20,000, which is the result of ministerial discretion. 


Mr. Strkeman: Your brief asks if it cannot be inferred that the use of 
discretionary powers played a large part in collecting the $38,000,000. Have 
you any evidence that discretion was used in those assessments which were 
supplementary to the returns of the taxpayers? 


Mr. THorvatpson: I would not say I have any direct evidence, but as 
corporations particularly have their returns made out by competent auditors 
and accountants I think the fact of this tremendous increase can only be 
accounted for by the exercise of discretion in a large number of cases. 

Hon. Mr. Lecsr: Res ipsa loquitur. 

The Cuatrman: Would you also say that some of the results are attribut- 
able to the fact that the taxpayer has not the ready access that you think he 
should have to means of appeal and that. he often pays the tax rather than 
go to law? 

Mr. THorvaLpson: Of course. We as lawyers have to deal with that every 
day. We never suggest that anybody take an appeal, because it is useless. 

The CuarrMan: You state that a deposit of $400 has to be made by anyone 
appealing in the Exchequer Court. Does that amount have to be deposited 
in every case, even when the sum involved is small? 

Mr. THorvatpson: Nobody can appeal in the Exchequer Court, no matter 
how little is involved, without putting up a bond for $400. 
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The CuairMAN: So a man who has only $200 involved will not take a 
‘chance? . 
Mr. THorvaLpson: No, he pays the tax. 


Hon. Mr. Hatc: You would require a breakdown of the $38,000,000 in 
order to see where the money was recovered from. Suppose a man is a real 
estate agent, and he buys grain on the Grain Exchange and makes $10,000. 
That is a capital increase and he does not have to pay any tax on it. But suppose 
a farmer, who also did some business as a grain merchant, speculated in grain 
and made $10,000. He might say to the Department, “I am a farmer.” The 
Department might reply, “Oh, no, you are a grain merchant.” In that, event, 
under the judgment in the Morrison case, the $10,000 would be income and 
taxable. Because of the discretionary power that the Minister may exercise, 
you cannot advise people at ali. 


The CHatRMAN: Suppose a man is not in any particular business but makes 
investments. In what circumstances does he become a trader. 


Hon. Mr. Hata: I do not know. 

The CuarrmMan: If he is a trader, I suppose his profits are taxable? 

Mr. STIKEMAN: Yes. 

The CHarrMAN: Where is the line drawn? j 


Mr. Srixeman: The line was drawn in the Morrison case because the 
taxpaper had 267 transactions. In a famous English case Lord Justice Scrutton 
said, I think in 1872, that if you do a thing once or twice you may not be 
carrying on a business, but if you do it three times or more there is a likely 
presumption that you are engaged in trade. But the English statute is much 
wider than ours, because in their definition in addition to the words “carrying 
on business” they have the words “engaged in trade or an activity in the 
nature of trade.” : 


Hon. Mr. Vien: There are three outstanding factors which may account 
for the collection of that additional $38,000,000. First, the average taxpayer finds 
the law ambiguous and obscure. Secondly, individuals have not at their dis- 
posal expert accountants and auditors as the large corporations have. Thirdly, 
as pointed out by the Chairman, taxpayers are discouraged from appealing to 
the Exchequer Court by the fact that before an appeal can be launched a 
deposit of $400 must be made; and by the further consideration that appellants 
who lose their cases are liable to have court costs assessed against them. 


Mr. StrxeMAN: The witness answered a question asked by the Chairman 
when he suggested that a partial explanation for the increased tax payments of 
$38,000,000 may have been that the taxpayers preferred to pay the amounts 


- .agsessed against them than to take their cases to the court. It seems to me 


that the answer which the witness gave in that instance was also an answer 
to the question that I originally asked the witness—whether he did not infer 
that the $38,000,000. had been collected by going beyond the actual terms of the 
legislation—because presumably they would want to appeal if that were not 
the case, or if they felt themselves to be in the right with regard to that 
discretion. 


Mr. THorvatpson: I do not want the inference to be drawn that I account 
for the $38,000,000 completely by ministerial discretion. And I am not suggesting 
that the discretion was not legally exercised, because no doubt in every case 
it was exercised pursuant to the Act. Also I am not suggesting for a moment 
that there was any fault on the part of the Income Tax Division. I am blaming 
the Act. 

The CHarrMAN: You say the field of discretion is too large? 


Mr. THORVALDSON: Yes. 
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Mr. STrKEMAN: I merely wanted to suggest that what gave rise to the 
$38,000,000 was an improper: appreciation of the law on the part of the tax- 
payers or their advisers. The amount may have been collected because of the 
technical difficulties in the statute rather than because of the exercise of dis- 
cretion under the statute. 


Hon. Mr. Vien: Do you suggest that the discretionary powers should be 
completely eliminated, Mr. Thorvaldson? 


Mr. THorvaLpson: No, Senator. I do not want to be taken as suggesting 
that, because it would be wholly impossible to have a taxing act without 
discretion. Undoubtedly there must be discretion in the exercise of properly 
administrative functions. 

Hon. Mr. Haypen: And a proper exercise of discretion. 


Mr. THorvaupson: Yes. I do not think that under the income tax laws 
of Great Britain and the United States there is the vast discretionary authority 
that there is under our Act. We say that these discretionary powers have 
gradually drifted inte our Act since 1917. In large part they have drifted in as 
a result of the impact of war, for in war-time you must collect taxes expeditiously 
and increase. the matters that are subject to discretion. 

Hon. Mr. Vien: Could you furnish the Committee with the provisions 
of the law in Britain and the United States? 

Mr. SrrkeMan: I have prepared a summary of the appeal provisions in 
the Commonwealth, the United Kingdom and the United States, 

Hon. Mr. Viren: Has that been filed? 


Mr. SrrkeMAN: It could be. I was going to read a portion of them 
tonight. I will have additional copies made and circulated among the Committee, 
if you wish. 

Hon. Mr. Vien: I would move that that be done. 

Hon. Mr. CamMpsetu: The statement could be incorporated in the record. 


Hon. Mr. Haypen: Mr. Thorvaldson, you would support a statement 
that any appeal from an assessment or order should involve the right to review 
the discretion behind the assessment or order? 

Mr. THorvatpson: Yes, that is what we suggest. Where discretionary 
powers must be given of necessity—there will be many cases of that kind—the 
independent tax tribunal that we propose could have authority to review the 
exercise of those powers. 

Mr. STIKEMAN: Yesterday you indicated that a substantial number of 
the 120 appeals which have been taken to the Exchequer Court turned upon 
matters of ministerial discretion. Have you read the cases which have gone to 
the Exchequer Court? | 

Mr. THorvALtpson: I have read a lot of them. I think the three or four 
that are referred to by Mr. Forsyth in the November volume of the Canadian 
Bar Review were of that kind. 

Mr. STIKEMAN: Only six of the 120 turned upon the straight question of 
discretion. \ 

Hon. Mr. Vien: Mr. Stikeman, could you give the Committee a list of all 
the cases that have been taken to the Supreme Court of Canada, and the 
decisions in each of them? . 

Mr. StikeMAn: I have prepared a list, sir, broken down into appeals to the 
Exchequer Court, the Supreme Court and the Privy Council. 

Hon. Mr. Vien: Have you copies of that? 


Mr. StrkEMAN: No. I can have copies made, or I could have it corrected 
and put into the records. 
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Hon. Mr. Vien: It could be incorporated into the records. JI so move. 
Mr. StikpMAN: On page 8 of your brief, Mr. Thorvaldson, you say: 
But, in Canada, one of the results of the multiple discretionary 
powers contained in our two Acts render the application of most judicial 


decisions and some of the vital principles of income tax law for the 


protection of the taxpayer, completely ineffective. 
What decisions of the courts have been rendered ineffective by the 
discretionary powers? 
The CuainMAN: Some members of the Committee are preparing to leave. 
I think it is only fair to the witness that they should remain. 
Hon. Mr. Hata: We have had a long day, but I am prepared to stay on. 
If Mr. Thorvaldson has to leave Ottawa to-night, I would suggest that Mr. 
Stikeman put his questions in writing and send them to Mr. Thorvaldson at 
Winnipeg, and he could make a written reply. 
Hon. Mr. Vien: Those questions and answers could be incorporated in our 
records. | : 
Mr. StrkEMAN: Very well, sir, I shall be pleased to do that. 
Hon. Mr. Vien: Before Mr. Thorvaldson retires, Mr. Chairman, I should 
like to put a further question to him. 
On page 2 of your brief, Mr. Thorvaldson, you state: 
Abolition of the office of Deputy Minister of National Revenue for 
Taxation (formerly Commissioner of Income Tax) and decentralization 
of administration by conferring power on the District Inspectors of 
Income Tax throughout the Dominion to perform his functions. 


This is one of your suggestions made in your letter to the Minister of 
Finance. Don’t you think we can make sure that the discretionary powers will 
be properly exercised if they are subject to review by a tribunal properly 
organized, without going to the length of abolishing the office of the Deputy 


Minister of Taxation? Even if you give greater powers to the various district 


inspectors there must be for the purposes of co-ordination some authority, 


administrative and quasi-judicial, in the central organization. I am not at all. 


averse to appeals being made through administrative channels from the inspector 
to the Deputy Minister of Taxation. I believe that 1s quite proper because 
it will do away with the necessity for the taxpayer to appeal to a tribunal. 
There may be a few exceptions in certain cases, but on the whole | think you will 
find that the taxpayers generally are reasonably satisfied with the present 
administration. 

Mr. THorvaupson: Well, senator, I will not agree with that, because our 
evidence is wholly to the contrary. I am not saying they are dissatisfied with 
the personnel of the administration at all, but I do think that the taxpayers 
across this country are wholly dissatisfied with the present power given to 
officials. That is fundamental and completely basic to this whole thing. 

Hon. Mr. Vien: We agree that it is fundamental that the persons who have 
made the decision should not be the persons to whom application should be 
made for review or appeal. We stressed that point at an earlier stage of this 
inquiry. We agree that the appeal to the tribunal should be divorced from 
the administrative function. Take, for instance, the Transport Board, formerly 
the Railway Board. It is completely divorced from the Canadian Pacific and 
Canadian National Railway systems and exercises administrative and judicial 
powers. Any taxpayer woh feels that either railway has treated him arbitrarily 


may take his case before that independent tribunal for review. I am in favour 


of similar procedure in taxation matters. 


BY. 
: 
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Mr. TuHorvatpson: That: is substantially what we recommend, the creation 
of an independent tribunal. 


Hon. Mr. Vien: I would leave a lot of administrative power both in the 
district inspectors and in the headquarters officials. 


Mr. THorvaLpson: We agree with that so far as administrative powers are 
concerned, senator, but we cannot possibly agree that judicial and quasi-judicial 
powers should be exercised by administrative officers. That is basic. 


Hon. Mr. McRaz: This is a big Department and you could not discard the 
Deputy Minister. You must have somebody to run the show. 


Mr. THorvaupson: Yes. If you refer to the bottom of page 14 you will 
see that we recognize there must be an income tax administration, but we do 
think that what Mr. Elliott says himself at page 6 of his evidence is correct. 
He says he is alone in his Department. This surely implies that he should have 
help to advise him. 


Hon. Mr. Vien: Yes. He has competent experts at his disposal, and of 
course he must rely on them. But you go much further in paragraph 7 when you 
say that abolition of the office and decentralization should take place. There 
must be a certain uniformity in the rulings of the Department so that they may 
be applicable to Halifax as well as to Vancouver. If you decentralize too much 
and give too much power to the district inspectors you are likely to have a 
multiplicity of varying decisions on similar facts. You must have some co- 
ordination of the decisions rendered by those inspectors in order to get some 
degree of uniformity. 


The CuHarrMANn: Senator Vien, Mr. Thorvaldson has made his representa- 
tions, and we shall have to consider them. We may not agree with them. I do 
not wish to interrupt you, but I understand he wants to get away; and we are 
waiting to hear the Labour representatives. 

Hon. Mr. Vien: It is only ten minutes to ten. 

The CuHarrMAN: One of our members has already left. 


Mr. TuHorvaupson: I should like to say one word in reply to the honourable 
senator as to uniformity and that sort of thing. We certainly agree that there 
must be uniformity, and of course there must be administration at the top. 
We have no doubt that your committee, Mr. Chairman, will study the systems 
in Great Britain and the United States. We do say that in those countries you 
will find that there is much more decentralization than there is here. Despite 
that, I do not think there is any doubt that they get just as much uniformity 
in both those countries as we do in Canada, without having centralized power 
in one official at the top, as we do here. 

Hon. Mr. Hate: I think we should thank Mr. Thorvaldson for coming 
down here and presenting his brief. 

-The Cuatrman: Yes. We appreciate your attendance here, Mr. Thorvald- 
son. We shall, I suppose, hear from you later. 

Mr. Tuorvautpson: Yes, Mr. Chairman. 


The CHAIRMAN: We are now to hear from the representatives of the Cana- 
dian Federation of Labour. I understand, that Mr. Burford, the Secretary- 
Treasurer, is to present the Federation brief. 

Mr. W. T. Burrorp: (Secretary-Treasurer of the Canadian Federation of 
Labour): I will read the brief, Mr. Chairman, and Mr. Allan Meikle, our 
president, will answer questions. I think that is a fair division of labour. 

The CHarrMAN: All right, Mr. Burford. 


Mr. Burrorp: Mr. Chairman and honourable senators:-— 
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The Executive Board of the Canadian Federation of Labour is gratefully 
appreciative of your invitation to contribute to your study of taxation methods. 
Without that invitation we would not have been inclined to appear before the 
Committee. We would have been deterred from doing to by doubt as to our 
competence to advise on such a highly technical subject and by the apparent 
exclusion of the incidence of taxation from the scope of your inquiry. 

The Federation feels very strongly that there must be an easing of the 
burden of taxation on all incomes in what are called the lower brackets, in 
which the great mass of the workers find themselves. It is mainly in the hope 
that any improvement in the efficiency of the tax-collecting machinery will 
effect such an economy as may render a reduction of the tax on workers’ 
incomes more practicable that the Federation’s Executive Board is glad to take 
this opportunity to submit to the Committee a brief statement of its views and 
a few concrete recommendations. 

First of all, we should like to dissociate ourselves from those who see some 
advantage in the complete exemption of small incomes from taxation. While 
it is clear that any tax levied on the very small incomes earned by some workers 
could be of only nominal amount, and hardly worth collecting by the present 
expensive method, we feel that it is against the public interest that any large 
number of citizens should believe that they are not expected to contribute 
to the cost of carrying out the functions of the national Government. This must 
be conducive to indifference on their part, and to some extent diminish their 
self-respect. 

It must be clear that, wherever the level of complete exemption is fixed, 
there will be set up a line of pressure. All those below that level will find 
themselves arrayed against those who are above that level. There will be a 
constant pressure to raise the level of exemption. Therefore our stand is that 
there should be no level of complete exemption. 

Our recommendation to the Committee is that an attempt be made to find 
a system of Income Tax assessment and collection which will permit the reduc- 
tion of the rates on incomes at the lower end of the scale, and the collection 
of even a nominal amount on any income. | 

It would appear that these two objectives could be attained by providing 
for the collection of the entire tax on employment income at the source. 

As the Deputy Minister of National Revenue for Taxation has pointed out, 
the present method of collecting tax at the source entails dealing with a very 
large number of claims for refunds. We suggest that this can be avoided, to no 
small extent, by providing that it shall be unnecessary for anyone to make an 
Income Tax return at all if his entire income results from his employment by 
one employer, on which tax is collected at the source (which is true of a great 
number of employed workers), or if his income from investments and other 
~ sources does not exceed, say, $200 a year. 

In this way the great majority of employed workers could have all their 
tax deducted at the source, and be relieved from making any return. 

It might well be necessary to consider a change in the method of assessing 
and collecting, so that this could be done on the half-monthly basis instead of 
the annual basis. That is to say, the rate of tax, in case of employment income, 
would be on so many dollars’ half-monthly earnings. 

One advantage of this plan would be that it would permit a very fine 
gradation of the increase of tax rates as income rises, thus avoiding the difficulty 
which arises from the sudden jumping of the rate of tax from one bracket to 
another. | 

It is true that this arrangement of assessing tax by the half-monthly pay 
period instead of by the year would be disadvantageous to seasonal workers, who 
would pay more in this way than they pay when their income is assessed over a 
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year. It might therefore be desirable to permit a choice on the part of the 
taxpayer as. to whether he would have all his tax collected at the source on the 
half-monthly basis or none so collected, leaving him in the position of making 
a return and paying the tax on an annual basis, after the manner of business 
_ and professional men and of those who draw their income from sources other 
than regular wage or salaried employment. 

It would be necessary, if this plan were to be satisfactorily applied, to 
discontinue the exemption of charitable donations except where these exceed 
a certain amount yearly. This would not impose a hardship on anyone, for it 
is certain that the great majority of employed workers do not now claim any 
deduction for minor charitable donations. 

Where the charitable donations exceeded the amount not accorded exemp- 
tion, the taxpayer should be entitled to claim a refund, which he could do by 
furnishing the Government with a statement, which he could obtain from his 
employer at the end of the year, of the total tax which he had paid, accompanied 
by evidence of the charitable donations. 

Of course, exemption granted for medical expenses could be dealt with in 
exactly the same way. 

We believe that it is most important, in arranging any plan of this sort, 
that a system should be provided by which every taxpayer would be given, every 
pay day, evidence from his employer that the tax which he has paid has been 
collected on behalf of the Government and turned over to the Government, and 
to this end we suggest the use of a special Income Tax stamp, In various 
denominations, to be affixed to every pay cheque in an amount equal to the tax 
deducted at the source. This would provide a very ready method for the 
employer to pay the tax and at the same time to assure the taxpayer that the 
tax had been correctly calculated and actually turned over to the Government. 

The average employed worker should be relieved of the necessity of making 
elaborate calculations as to the amount of tax which he has to pay. He should 
not be required to make an Income Tax return. Not only would this save a vast 
amount of worry for the individual taxpayer, but it would save millions of 
Income Tax forms, ensure complete collection, and greatly reduce the work of 
the Income Tax Branch. We are of the opinion that it would also mean ereat 
savings in the payroll departments of employing corporations. 

The system which we have outlined seems to us to be one way of attaining 
the desired objectives. Perhaps some better system can be suggested. We do 
recommend: that the most careful consideration be given to devising a system 
by which the ordinary salaried or wage worker will be able, when he receives 
his pay cheque, to know that his Income Tax up to that moment has been 
deducted, completely, and turned over by the employer to the Government. 

We believe that, under a system of this kind, it would be possible to avoid 
exempting even the smallest salaries from Income Tax, while making very small 
amounts of tax collectible, so that the rate of taxation on incomes in the lower 
brackets could be eased. 

The Cuairman: Mr. Burford has suggested that his colleague, Mr. Meikle, 
will answer any questions, Mr. Stikeman. 

Mr. SrrkEMAN: I have only four questions, Mr. Chairman. I should like 
to ask Mr. Meikle whether he was present at the meeting of which the Deputy 
Minister spoke. 

The CHarrmMan: Very well: 

Mr. StrkemMAn: Mr. Meikle, were you present at the meeting of November 
30, 1943, with Mr. Elliott, when he met a number of the Labour leaders and 
employers to devise an effective method of evolving a simple tax return for 
taxpayers earning salaries of less than $3,000 a year? 
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Mr. AuuAN Merkur (President of the Canadian Federation of Labour): No, 
I was not, sir. 


Mr. StrxEMAN: Have you had an opportunity of reading the brief sub- 
mitted this week by Hon. Senator McLean? 

Mr. MerKieE: No, sir. 

Mr. StrxEMAN: The honourable senator suggested that the basic exempjion 
be raised. I notice in your brief you suggest that there be no basic exemption, 
but merely an increasingly modified scale of tax. 

Mr. Burrorp: I should like to say a word in reply to that, Mr. Chairman. 

Our feeling in this matter is that no useful purpose is served by awarding 
exemption of income tax which does not effectually exempt. We feel that the 
pretence of exempting workers up to a certain limit is rather a shabby one, 
and that there is a good deal of demagogy about it. No matter how far you 
raise that exemption you are going to be under pressure constantly to raise it 
again. We are not in competition with organizations which are urging the 
lifting of the exemption, because we believe it is of great importance to the 
workers that they shall actually contribute, and know they are contributing to 
the Government, even though the tax may be only one or two cents on pay day. 
We believe that if the tax were made universal it would be possible to level out 
the tax rate in the lower brackets so that it would be only a nominal amount. We 
have tried to show the way. whereby that nominal amount can be easily and 
inexpensively collected. 

We are constantly under pressure, Mr. Chairman, from our constituent 
bodies to advocate this or that panacea, this or that measure, whereby there 
will be prizes for everybody and nobody will have to pay much. We could of 
course court a good deal of popularity by keeping up with those who suggest 
raising the exemption level from $1,200 to $2,000 and then to $3,000, and so on. 
There is no end to the process, but it has got to stop somewhere. We believe 
that sooner or later the workers will realize that the total exemption they are 
supposed to receive is taken into account in the fixing of salary rates. The 
fact that a worker does not pay any income tax is apparently reckoned when 
his: union is negotiating wages, and the exemption is more illusory ‘than real. 

That is why we take the stand that in order to combat ithe indifference on 
the part of some workers to proposals which involve heavy increased taxation 
that they should be brought to realize that they are paying a little of that tax. 
Of course, I would not. tax a person who was getting $10 fornightly any more 
than one cent. I know that person would not pay that, but he would see on 
indication on his pay cheque that he would have gotten one cent more if he had 
not been taxed. It might make him think before advocating in favour of the 
scheme. | 


Mr. StrkemMaAn: Do you feel that affixing a stamp to the pay cheque by th 
employer would increase the already heavy burden which the employer bears 
under the present system, or would it be a simplification from the employer’s 
point of view? 

Mr. Merkur: We feel that affixing a stamp would be a much more simple 
method of collecting taxes. 


Mr. StrKEMAN: Simple for both parties? 


Mr. Merkue: Yes, because there are so many people who have to make 
up forms from time to time and the company has ito make certain deductions 
up to 95 per cent and then the worker at the end of the year is faced with 
the problem of making up income tax forms for himself. If the whole amount 
had been taken out of the pay cheque by the stamp method, he would have 
the feeling that he was through. I agree with Mr. Burford to a certain extent, 
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that the workers in general must realize that they are partners in the Govern- 
ment of this country. There are so many people to-day who are unfortunately 
well below the income tax brackets and they do not take very much cognizance 
of the fact that they are partners in running the affairs and controlling the 
expenses of their country. 


Hon. Mr. Vien: Are there many working in that income bracket? 


Mr. Merxue: In the eastern part of Canada unfortunately that is true. We 
hope some day they will be raised to the higher level where they will be paying 
income tax towards a fair share of running the Government of this country. 


Hon. Mr. View: Is not the vast majority of workers above that level? 


Mr. Merxie: Yes, I would say that the majority of the working class are 
above the $1,200 level. ! 


Hon. Mr. Vien: I do not mean the majority, but the vast majority. 

Mr. Merxie: I would agree with that. But our opinion is that the workers 
in general should understand that they are partners in the state, and they should 
pay willingly their share of the maintenance of that state. It makes for more 
responsible citizens. 

Hon. Mr. Vien: I agree with that principle. 

Mr. Stikeman: Is it your opinion that the present T-1 Special Form, the 
simple form for taxpayers in receipt of earned income less than $3,000, is still 
too complicated for the average worker? 


Mr. MerKie: Yes, it is my opinion, and I think it is the opinion of the great 
majority of workers when they go to make up that form they have a great 
headache in making it up. I think you will agree with me that the average 
worker to-day if he is working for $1,200 or $1,500 a year, is not entirely capable 
of making out a form of that kind. It is a matter of put and take here and put 
and take there, with the result that he feels obliged to go to some lawyer or 
accountant, and hand the thing over to him and say, “This is it; I wish you 
would make that out for me.” It might cost him $2 or $5. The papers are made 
_ out, and are sent in to the Department. After the income tax people consider 
the return he might get a notice that he is $10 short on his tax return. This 
whole matter becomes a very great headache to him—the matter of making out 
the paper is a bigger headache to the worker than it would be if you dealt with 
stamps and he felt secure that his tax had been fully paid. 


The Cuairman: Are there any further questions? 


Hon. Mr. McRaz: One suggestion has been made that rather appeals to me. 
I will give you a little personal incident. We had in our province one cent tax 
on employees. I had a girl, a Scotch girl, working for me. She was not. interested 
in the Government or anything until she came to this one cent tax and it cost 
her 75 cents a month, as she was paid $75 a month. She said to me when the 
election came around, “I am not going to vote for this Government, it is too 
extravagant.” That bears out exactly the statement that has been made here. 


Hon. Mr. Campseiti: I would not suggest that you deducted the tax 
deliberately? 

Hon. Mr. McRae: No, I never deduct tax on any of my employees. I agree 
with the principle enunciated, that everybody should contribute his bit. I never 
agree to pay taxes on employees but I will admit that I have raised salaries on 
account of taxes. I think it is a fine thing that everybody make his contribution 
to the Government. 


Hon. Mr. Campsriu: Would the witness please tell us who the Canadian 
Federation of Labour represents? 
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Mr. Burrorp: The Canadian Federation of Labour is the original all 
Canadian body, formed in 1902 at Berlin, Ontario. 


The CHAIRMAN: Where? 


Mr. Burrorp: A very historic place, my birthplace. The organization has 
existed since that time. 


Hon. Mr. Vien: Where is its headquarters now? 

Mr. Burrorp: The unions are scattered all over the country. 
Hon. Mr. Vien: Where are the headquarters? 

Mr. Burrorp: In Ottawa. 

Hon. Mr. McRag: You left Berlin? 

Mr. Burrorp: We left Berlin. 

Hon. Mr. CamppetL: And your headquarters are now here? 
Mr. Burrorp: Yes. 


Hon. Mr. Campseui: Does your brief speak authoritatively on behalf of all 
unions affiliated with you? 


Mr. Burrorp: It was not possible to canvass them all on this .question, 
Senator Campbell, but this is the opinion of our board which is elected from 
the unions. | 


The CHarrMAN: How many does that represent? 
Mr. Burrorp: There are five members of our board. 


The CuHartrmMan: If there are no further questions I wish to thank you 
gentlemen very much for coming and appearing before us tonight. 

This is probably the last meeting of the Committee before prorogation. The 
members are all aware that we cannot possibly meet between sessions. However, 
we have certain officials, such as Mr. Stikeman and his staff, and fortunately 
as I have just learned to-day the item of $10,000 for which we had asked has 
been placed in the estimates. I think it will perhaps be in the House to-morrow. 
Our financial difficulties seem to be solved. As the Committee has no official 
standing whatsoever, after prorogation, I suppose it is the Committee’s wish 
now that these people on our staff continue to be active. 


Hon. Mr. CAMPBELL: May we hear a word from Mr. Stikeman as to what 
he has in mind for the interval? 


Mr. St1rkKEMAN: Do you mean as to my activities during recess? 


Hon. Mr. CamMpsBetu: What do you think your staff could be doing during 
the interval? 

Mr. Strxeman: It depends on what staff I am fortunate to employ. I would 
hope to employ a permanent full-time secretary, who is preferably an economist 
who would be in Ottawa all the time and who would do a great deal of the 
research required. I will then have to engage two or three girls who will card 
the material and keep the data in such a form to be looked up readily. I myself 
during the recess propose to rough out the draft of a report designed to meet 
certain limited objectives which can be presented to this committee when it 
reconvenes at the next session, for consideration by it. The report, I should 
think, should lead to some definite proposal with regard to the setting up of a 
board of tax appeals or the consideration of representations which have been 
made to us in that respect. I should like to correlate all the data, draft it into 
some form which can be readily assimilated by the Committee as a whole, 
and bring it to the Committee for discussion. I think I can most usefully 
employ the few months which elapse during the recess in that way. If any 
of the members of the Committee have ideas which would be constructive in 
this connection I would be very grateful to hear the suggestions. 
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Hon. Mr. Vien: I think, Mr. Chairman, that sub-committee composed of 
the Chairman and a couple of members of the Committee, preferably those who 
live in Ottawa, such as Senator Crerar and Senator Lambert, should be 
empowered to continue and function during recess of Parliament, and they can be 
in contact with Mr. Stikeman. 

The CHatrMAN: Do you not think that is interfering with the Royal 
prorogative? 

Hon. Mr. Vien: It is with a view to advancing the work of this Committee 
in preparation for the reopening of the next session. I do not believe we can 
accomplish anything before the end of. this session, but I suggest that there 
should be a committee composed of the Chairman and two or three of the 
members who could assist him in continuing the work and collaborating with 
Mr. Stikeman and the Department. A great deal of progress could no doubt be 
made during the recess and we would be ready at the opening of the next 
session to accomplish some valuable constructive work. 

The Cuatrman: I think Mr. Stikeman and his staff will do that. We are not 
going to make any report to the Senate or anything of that sort; however, I do 
not think we would be arrested for doing some work on behalf of our country 
if we wish. I think your suggestion is a good one, but I do not think that. there 
will be a great deal to do. Mr. Stikeman will have the work in hand. You 
suggested Senator Crerar and Senator Lambert? 

Hon. Mr. Vien: The Chairman, Senator Crerar and Senator Lambert. 
I think they would be quite enough to form a sub-committee during the recess. 
Perhaps Senator Campbell and Senator Bench could be added. 

Hon. Mr. Campseuu: If you leave it at the Committee of three, and need 
assistance, we can be called upon. 

Hon. Mr. Vien: I think Senator Campbell should be on the Committee. 

The Cuairnman: Mr. Hinds thinks it should be a sub-committee. . 

Hon. Mr. Hate: Might I suggest the Chairman, Senator Crerar, and Senator 
Campbell, and second the motion to that effect? 

Hon. Mr. McRae: Will this sub-committee decide on organizations to be 
heard after the House meets? 

The CuairMaANn: I think Mr. Stikeman will have that all in hand. 

Hon. Mr. Campsetu: I think Mr. Stikeman has that information in mind, 
and he might communicate with certain associations and indicate to them the 
nature of the material we wish them to prepare. 

Mr. STIKEMAN: I have written every interested association, and have 
asked them for their briefs as soon as possible after the New Year. I should 
like to suggest that after the committee reconvenes, and has -another legal 
existence, that we advertise in the newspapers similar to a Royal Commission, 
so that we may not be open to criticism that we have failed to give every 
taxpayer a chance to make whatever representations he wishes. 

The CHairMAN: Before the Committee adjourns, and dissolves, I want to 
thank all the members for having made it so easy for the Chairman. 

Hon. Mr. Vien: Before we retire, I should like to pay high tribute to the 
Chairman for the extremely able way in which he has conducted our proceedings. 

Some Hon. Senators: Hear, hear. 

The Cuarirman: It has been a pleasure, gentlemen. 


The Committee adjourned: 
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War Tax Act and The Excess Profits Tax Act, 1940, and to formulate 
recommendations for the improvement, clarification and simplification 
of the methods of assessment, collection of taxes thereunder and 
the provisions of the said Acts by redrafting them, if necessary, 
and to report thereon. 
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CHAIRMAN 
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1. “The Administration of The Income War Tax Act”, 
by D. A. MacGibbon. } 

2. Extract from letter written to the Chairman by 
Professor J. L. McDougall, Queen’s University, 
Kingston, Ontario. 


OTTAWA 
EDMOND OLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1946 vy 


ORDER OF APPOINTMENT 
(Extracts from the Minutes of Proceedings of the Senate for 19th March, 1946) 


Resolved.—That a Special Committee of the Senate be appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, col- 
lection of taxes thereunder. and the provisions of the said Acts by redrafting 
them, if necessary, and to report thereon; 

(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; 

(3) That the said Committee shall have authority to send for persons, 
papers and records. ’ 

“ATTEST: 


L. C. MOYER, ! 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
. Wednesday, 20th March, 1946. 


Pursuant to Notice the Special Committee appointed to examine into the 
provisions and workings of the Income War Tax Act and The Excess Profits Tax 
Act, 1940, and to formulate recommendations for the improvement, clarification 
and simplification of the methods of assessment, collection of taxes thereunder 
and the provisions of the said Acts by redrafting them, if necessary, met this’ 
day at 2 p.m. 


Present: The Honourable Senators: Aseltine, Beauregard, Crerar, Euler, 
Haig, Hayden, Hugessen, Lambert, Léger, Moraud and Robertson........ im. 


In attendance: Mr. H. H. Stikeman, counsel to the committee. 


The Honourable Senator Euler, P.C., was elected Chairman and took the 
Chair. 


On Motion of the Honourable Senator Hayden, it was,— Ordered,— That 
the proceedings of the Special Committee of the last session be incorporated in 
and form part of the record of this Committee for the present, session. 


Mr. H. H. Stikeman, counsel to the committee, was heard and outlined his 
activities since the last Session of Parliament, and made certain proposals as to 
the future work of the Committee. 


Following consideration and discussion of the Order of Reference, it was,— 
Resolved, — To report to the Senate recommending: — 


1. That the quorum of the Committee be reduced to nine members. 


2. That the Committee be empowered to sit during sittings and adjourn- 
ments of the Senate. ; 

3. That authority be granted to print, from day to day, 1000 copies in 
English and 200 copies in French of the proceedings of the Committee 
and that Rule 100 be suspended in relation thereto. 

4. That the Committee be authorized to employ such technical andi clerical 
assistance as may be required from time to time. 


At 2.35 p.m., the Committee adjourned to Tuesday, 26th March, instant, 
at 2.30 p.m. . 


ATTEST: 
| R. LAROSE, 
Clerk of the Committee. 
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MINUTES OF PROCEEDINGS 


Turspay, 26TH Marcu, 1946. 


_ Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the im- 
provement, clarification and simplification of the methods of assessment, collec- 
tion of taxes thereunder and the provisions of the said Acts by redrafting them, 
if necessary, met this day at 2.30 p.m. 


Present: The Honourable W. D. Euler, P.C., Chairman; the Honourable 
Senators Aseltine, Beauregard, Buchanan, Campbell, Crerar, Haig, Hugessen, 
rami er boe eetery OV GUS Cam, io 2, F ne Riad es Fie a TR. An AN AL AR ane ae a 1t 


In Attendance: The Official Reporters of the Senate. 


On ‘Motion of the Honourable Senator Haig, seconded by the Honourable 
Senator Campbell; | 


The Honourable the Chairman (Honourable Senator Euler, P.C.) and the 
Honourable Senators Campbell, Bench, Haig, Hugessen, Lambert and Léger 
were appointed a Steering Committee on agenda. 


The Honourable Senator Haig read a pamphlet entitled “The Administration 
of The Income War Tax Act”, by D. A. MacGibbon. (An article reprinted from 
the Canadian Journal of Economics and Political Science, Vol. 12, No. ke 


- February, 1946). A 


The Honourable Senator Euler, P.C., Chairman, read an extract from a 
letter written to him by Professor J. L. McDougall, M.A., Queen’s University, 
Kingston, Ontario. 


On Motion of the Honourable Senator Aseltine, seconded by the Honourable 


‘Senator Campbell, it was,— 


Resolved,—To invite Mr. Charles Oliphant, Assistant General Counsel, 
Treasury Department, Washington, D.C., U.S.A., to appear before the Committee. 


At 3.25 p.m., the Committee adjourned to Thursday 28th March, instant, 


fat Ii am. 


_ ATTEST: 
R. LAROSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 
THE SENATE 
Turspay, 26TH Marcu, 1946. 


The Special Committee of the Senate to consider the Provisions and Work- 
ings of the Income War Tax Act, Etc., met this day at 2.30 p.m. on the following 
reference: 

That a Special Committee of the Senate be appointed to examine into the 
provisions and workings of the Income War Tax Act and the Excess Profits Tax 
Act, 1940, and to formulate recommendations for the improvement, clarification 
and simplification of the methods of assessment and collection of taxes there- 
under and to report thereon; 

2. That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
‘Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair, and 
Vien; 

3. That the said Committee shall have authority to send for persons, papers 
and records, 


Hon. Mr. Ever in the Chair. 

The CHairMAN: Gentlemen, there is no one to appear before us today. On 
Thursday Mr. Thorvaldson will complete his brief. Then the Montreal Stock 
Exchange will present a brief, copies of which are before you now. 

I would suggest that first of all we appoint a Steering Committee. 

On motion of Hon. Mr. Haig, seconded by Hon. Mr. Campbell, the Steering 
Committee of last session was re-appointed. 

The CuHatrMan: I should like your opinion on this point. There is not 
much doubt: that some briefs may be presented dealing with government policy. 
As each man personally reads his brief and raises the question should we at once 
shut him off? 

Hon. Mr. Hata: This stock exchange brief deals with nothing but the amount 
of income tax a stock brokers’ partnership should pay. 

The CuairmMan: Apparently there is a misunderstanding on the part of the 
general public that this committee is supposed to review not only the machinery 
but also the policy of the Income Tax Department. 

Hon. Mr. Hata: As I understand it, we are trying to get at the administration 
or machinery of the act, and to suggest means whereby decisions shall be based 
on what I may term a rule of law, rather than on the whim of any official. 

The CHairMAN: Some organizations would be greatly disappointed if they 
were not permitted to advance their views as to what the rate of taxation 
should be. 

Hon. Mr. L&crr: It seems to me, Mr. Chairman, that when the parties have 
gone to the trouble of preparing a brief to submit to us, we should hear them. 
Whether we pay any attention to their proposals would be for us to decide 
later on. | 

The CuHatrMAN: The chances are it would be pretty difficult to separate 
what bears on policy and what does not. 
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Hon. Mr. McRae: I think, Mr. Chairman, we might let them come and 
state their questions of policy, but point out that it is not within the power of 
this Committee to deal with those questions. Probably no harm would be done . 
by putting such material into the record, but we would call to their attention 
the fact that it is not within the province of this Committee to deal with it. 


The CHAIRMAN: Yes; once you shut off these people it is very discouraging 
all along the line. 


Hon. Mr. Lampert: Mr. Chairman, this brief from the Montreal Stock 
Exchange is scheduled to come up here on Thursday. In view of the irrelevant 
material with relation to our reference, surely the secretary of the Committee 
or Mr. Stikeman should draw the attention of the representatives of the Montreal 
Stock Exchange to the reference under which we are working, and make it quite 
clear to them that they are wasting their time coming here if they expect any 
sort of cross examination on that subject. I think they ought to be advised in 
writing that they are not coming within the order of reference. I do not think 
we should sit silently by, and let them submit their brief without telling them 
that they are outside the scope of our reference. 

Hon. Mr. McRag: That seems logical. 

Hon. Mr. Hata: Yes, I agree with Senator Lambert’s views. 

Hon. Mr. Hucrssen: Did the secretary or the counsel communicate with 
these organizations and tell them what was our scope? 

Mr. Hau: Yes sir, we did that. We quoted the reference in most of our. 
letters to these organizations. : 

Hon. Mr. Huarssen: Would it be a good thing when they send in a brief 
such as this sent by the Montreal Stock Exchange, to point out ay them that 
it really is not within the scope of our reference. 

Mr. Hauu: I do not think we did that after the brief was submitted. 

Hon. Mr. Hucrssen: Do you not think it would be a good idea? 

Mr.) Hann; YY es 

Hon. Mr. Hata: I think Senator Lambert put it the right way. I do not 
think we should quote the reference to them but just tell them in plain language 
that we can not deal with it. 

Hon. Mr. Lampert: As a matter of fact, we might quite considerably impair 
our usefulness when it comes to dealing with the real essence of our task. 

Hon. Mr. Hatc: The first statement made by Senator Lambert is correct; 
just call attention to the fact that our reference does not permit us to receive 
certain material. If they want to come and present their brief they can do it, 
but they must understand we can make no report on that. 

Hon. Mr. Ltcer: Just as an argument is presented in court, we might hear 
it, and refer the brief to the Department of Finance. 

The CuatrMan: I would like to be clear on this question, whether if certain 
people come here and begin to discuss policy the Chairman should stop them. 

Hon. Mr. Litamr: I should say not. 

The. CuHairMAN: Let them finish their brief? 

Hon. Mr. Licer: Yes. 

Hon. Mr. Hucussen: I think it is only fair before they come up to point 
out to them that we are not competent to deal with certain parts of the brief 
which they wish to submit. 

The CHarrMAN: Will you let them come and present it? 

Hon. Mr. Hucrssen: If they wish to. 

The Cuarrman: That is, in all cases, if there is notice that policy is to be | 
discussed, that they should be notified that the subject is outside our scope. 
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_ Hon. Mrv Hate: This brief deals with a little more than policy... What they 
are trying to show is the way the tax rate works. They are not saying anything 
about the rate of tax, but that the tax is not fair as between two classes of 
people. We really ought to hear that part of the brief, if possible. 

The CHairman: Well, you cannot very well separate it. 
Hon. Mr. Haia: It is pretty difficult. 


Hon. Mr. Camppetu: I think I know something of what is in the mind of 
the Montreal Stock Exchange, because I know the Toronto Stock Exchange is 
concerned with the same question. It seems to me that these representations 
should have been made before us when the last amendments to the Excess Profits 
Tax were being made. In spite of the reduction that was intended to be granted 
to the taxpayer, the effect of the Excess Profits Tax Act as it now stands is that 
the taxpayer pays more than he did formerly when the tax was 100 per cent. 
That-is what they are objecting to principally and seek, I think, to bring before 
this Committee. It is true that under the terms of our reference we cannot 
deal with that matter, but the matter should be brought specifically to the 
attention of the Department of National Revenue. If we did hear the evidence 
we might see fit to refer the matter to the Department. 


Hon. Mr. Lamserr: There is one aspect which I think should be considered. 
The evidence given before this Committee receives considerably publicity in the 
press. If we are going to go outside the bounds of our reference and deal with 
matters relating to the incidence of taxation, then we need to be careful not to 
give anyone cause for thinking that we are discriminating in favour of certain 
groups. The appeal of a labour group, for instance,.or of others in the low 
income tax brackets for a reduction in taxation might seem to the public to be 
more worthy than the appeal of a stock exchange. I am inclined to think it 
would be the part of wisdom to stick definitely to the job of trying to make the 
income tax law apply fairly to all classes without any arbitrary factors being 
involved. People who present such a brief as this one from the Montreal Stock 
Exchange can be referred to the Department of Finance or the Department of 
National Revenue. We could tell them that such matters as are referred to in 
this brief do not come within our reference and should be taken up directly with 
one of the Departments. 


The CuHarrmMan: But when a brief refers to things that we are empowered 
to deal with and to other things as well, what are we to do then? 

Hon. Mr. Hate: I would suggest that we leave it to you, Mr. Chairman. 
I agree with Senator Lambert. 


The CHarrMAN: I am just wondering what harm it would do if we allowed 
them to run a bit wild. Of course we cannot make a report on anything outside 
our reference. ; 

Hon. Mr. Haia: I think that before the brief comes in we should tell them 
that we cannot report on parts of it. , 

The CHAIRMAN: I am just wondering whether we could tell them that we 
cannot deal with certain parts of it. The brief refers to some matters that we 
are authorized to deal with, and also it goes on to refer to matters of policy. We 
would have to tell them that we cannot deal with policy. 

Hon. Mr. Hare: I think Senator Lambert has hit the nail right on the head. 
What we started out to do, at least what I started out to do, was to get the law 
amended so that the regulations and the law would be clear. I personally did 
not want to deal with the question of policy, that is of rates of taxation. I am 
not objecting to hearing the brief, but I think it deals with matters outside the 
scope of our intended investigation, whether covered by the actual words of the 
reference or not. 


The CHamMan: That does not answer my question. 
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Hon. Mr. Licer: Who is to tell us that the Minister of Finance would not 
be interested in this brief? We could refer it to him after it has been presented 
to us. 

Hon. Mr. CampseLu: The Minister of Finance does not wish us to trench 
upon matters of policy at all. He mentioned to me that he felt we should keep 
away from it, and he resented the fact that some of those who had appeared 
before us had given evidence on the question of taxation. 


The CHAIRMAN: Very well. What shall I do on Tuesday when this brief, 
which definitely deals with matters of policy, is presented to us? ; 

Hon. Mr. Hata: I think Senator Lambert’s suggestion should be followed. 

Hon. Mr. Campseuu: I think we should receive the brief. It will take only 
a short while to present. | 

The Cuarrman: Are we not then trespassing on a field that the Minister of 
Finance does not want us to enter? 

Hon. Mr. Campsetu: We cannot make any hard and fast rule. If a person 
has travelled some distance to get here I do not think we could refuse to hear 
him. I think we would be doing our duty if we requested him to confine his 
discussion to matters within the scope of our reference. 

Hon. Mr. Hucrssen: According to the actual terms of reference, we are 
“to examine into the provisions and workings of the Income War Tax Act and 
the Excess Profits Tax Act, 1940,—” Of course that brings up the question 
of taxation. When we have examined those provisions and workings, all we 
have to do is “to formulate recommendations for the improvement, clarification 
and simplification of the methods of assessment and collection of taxes there- 
under and to report thereon.” 


The CuarrMAN: The reference says we are to examine into “the provisions 
and workings” of the Act. That definitely includes policy. We could hear them 
on that, but we would not make any recommendations. 4 

Hon. Mr. Lampert: I understand the mineworkers are claiming that their 
wages are not adequate to the work they are doing and that the deduction for 
income tax is excessive. Suppose they want to come down here to show us how 
the income tax is too burdensome, I do not think we would feel like hearing them, 
though it is practically the same sort of case as is covered by the brief now before 
us, but it comes from another group. I think it is better not to open the door 
too wide. 


The CuarrMan: Is it the wish of the Committee that when briefs are 
received they will be studied and examined, and if they contain irrelevant matters 
that those who submitted the briefs will be notified that we are not empowered 
to deal with those particular features of their briefs, but if they still wish to 
come and present their briefs we will allow them to do so? | 

Hon. Mr. Hata: Certainly, under those circumstances, if we have given 
them notice. ; 


Hon. Mr. Crerar: Mr. Chairman, when the Committee was set up I think 
it was clearly understood that it would not examine into incidents of taxation, 
and its power to make recommendations was confined to matters relating to 
administration. If in presenting the brief some criticizes the administration, 
but they also include something relating to the incidents of taxation, the latter 
should be excluded when we come to consider our report. 

The CHAIRMAN: Quite so. 


Hon. Mr. Crerar: We can tell them when they give their evidence that we 
are not dealing with those matters; that we are considering the methods of 
administration, and if they want to put the material in the record, such as this 
brief we have before us now, no harm is done, and there may be some information 
contained in it. : . ; 
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Hon. Mr. Hara: I think they should be notified before they come. 

The CuatrmMan: That is the understanding, that they be notified, and if they 
- persist in putting such irrelevant matters into their briefs we will tell them we 
eannot make reports on them. 

Hon. Mr. Crerar: Those people who are coming before us have perhaps 
already prepared their briefs. If we notify them in that manner it might involve 
their having to re-write their briefs, and cause a delay of two or three weeks. 

Hon. Mr. Hucressen: Senator Crerar, I do not think you were here when 
counsel told us that everyone who was invited to submit a brief was told the 
clear terms of the reference. If their briefs do tread on something we are not 
empowered to deal with, it is their own fault. 

The CHarrMan: You would allow them to come here? 

' Hon. Mr. Hare: I would. 

Hon. Mr. L&armr: I agree with Senator Crerar. You can not very well stop 
them at this stage. I do not think I would notify them beforehand. If we do, 
they will not come, and they will feel slighted because they were practically told 
not to come. 

Hon. Mr. Crerar: Then any examination by members of the Committee of 
witnesses who present briefs, such as Mr. Thorvaldson, must be confined wholly 
to the administrative matters and should not deal with incidents of taxation, 
although they were dealt with in the briefs. 

The CHarrMan: The members of the Committee will have to govern them- 
selves and not go outside the scope of reference in their questioning. 

Hon. Mr. Haia: If we are through with that subject, I should like to bring 
to the attention of the Committee an article written by Dr. D. A. MacGibbon, 
one-time professor in the University of Alberta, and one of our grain commis- 
sioners for Canada. This article was published in the Journal of Economics and 
Political Science, Volume 12, No. 1, February, 1946. The article reads as 
follows: 


re ADMINISTRATION OF THE INCOME WAR TAX ACT 
By D, A. MacGrsspon 


Reprinted from the Canadian Journal of Economics and Political Science, 
Vol. 12, No. 1, February, 1946 


Tue AMINISTRATION OF THE INCOME War Tax Act 


At the present time the Income War Tax Act, to give its official title, is receiving a 
good bit of public attention. The Minister of Finance has intimated that a general revision 
of the measure is in contemplation. This, however, is not likely to take place until an 
agreement has been reached between the federal administration and the provinces over the 
allocation of tax sources. It will be recalled that in 1942 the federal government, in order 
to put itself in a position to cope with the financial burdens imposed upon it by the war, 
obtained an agreement from the provinces by which the latter relinquished the use of an 
income tax as a means of securing revenue during the war in return for compensation. This 
placed the Dominion authorities in complete control of this important instrument of direct 
taxation and made possible the increased use of the income tax in the national emergency. 

A rapid expansion in the federal taxation of income followed this agreement and the 
yield of the tax increased enormously. Several reasons account for this increase. The tax 
was made more inclusive; the rates of levy were sharply stepped up and vigilant efforts 
were made to secure complete coverage in collections. Loop holes in the Act by which the 
tax could be avoided were closed and more drastic measures were taken to make certain 
that individuals and corporations did not succeed in escaping the net of the collector. 
Finally, of importance was the very substantial growth in pecuniary income in Canada. 

One aspect of the. situation, however, has been growing public dissatisfaction with the 
administration of the Act. Complaints have become common relating to the slowness with 
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which assessments are made, the increased intricacy of the statute, the wide latitude avail- 
able to the taxing officers by virtue of provisions in the Act conferring administrative 
discretion, and the uncertainties engendered by the difficulty of getting prompt decisions 
where appeals have been lodged with officials of the Division. An addtional source of 
annoyance has been the delays which frequently ensue in making refunds to the taxpayer 
after it has been demonstrated that he is entitled to receive them. On the whole, however, 
the Canadian public have not been inclined to be excessively critical of the administration 
of the Income War Tax Act. The public has recognized during the war years that defects 
in the administration of the Act were due, in part at least, to the enormous burden that 
was suddenly laid upon the officials of the Income Tax Division. It was obvious that the 
expansion of the Division entailed difficulties in obtaining and training suitable personnel 
and in securing adequate accommodation, equipment, and supplies in the face of the 
scarcities created by prosecuting the war. It is common knowledge that conditions of 
cronic overwork prevailed among the top officials. 

With the advent of peace the time has come when the Dominion government should 
re-organize the Division with a view to achieving greater internal efficiency and to giving the 
taxpayers more clear cut and expeditious service. Of the necessity of improvement there can 
be no doubt. Levying and collecting the income tax is a task of the highest importance for 
the federal administration. In its magnitude alone it almost qualifies as “big business”. In 
one sense it is the biggest business in which the Federal government is engaged for the 
Income Tax Division touches more taxpayers, directly and onerously, than any other branch 
of the administration. Judged by almost any standard of importance the organization of 
the routine of preparing proper forms, of assessing thousands of returns, of dealing with 
problems of interpretation, and of collecting the amounts due to the Federal Treasury 
warrants the most careful! examination to ensure the best results. It is in the public interest 
that the taxpayer’s approach to the federal income tax office should not be one of mingled 
annoyance and frustration but rather one of confidence that he will receive prompt and 
equitable service. 

The present brief note does not deal with the fundamental problems of equity and 
justice which arise when basic income tax rates, degrees of progression, the special circum--: 
stances involving exemptions, deductions, and tax credits come under review. It is directed. 
purely to the advantages of improving the administrative feature of the Act. The taxpayer 
is clearly entitled to prompt and unambiguous service while the responsibility that falls upon 
the Minister of Finance in determining the extent to which recourse must be had to the 
income tax would be obviously lightened if the paluals teas en of the Act was functioning 
smoothly and expeditiously. 


In any re-organization of the income tax administration there are certain cardinal poi 
that must be kept in mind if the organization is to perform the duties that devolve upon it 
with efficiency and with the least inconvenience to the taxpayer. To this end the head of 
the Income Tax Division should. be relieved of much of the ordinary routine of administra- 
tion in order to be able to devote sufficient’ time to the larger problems involved in the 
taxation of income. The income tax should be carefully integrated to the whole economic 
life of the country. This requires study. The tax has shown itself to be highly flexible in 
meeting the needs of the exchequer but the effects of income tax changes are far-reaching. 
“The rates of income tax can easily be raised or lowered; every rise in the rate will have a 
deflationary effect on incomes for it will reduce people’s expenditures, every fall in the rate 
will have an inflationary effect on incomes, for it will increase people’s expenditures’? If 
the head of the Income Tax Division is daily embroiled in the differences that arise con- 
cerning assessments and collateral problems, apart from the time involved, he is very likely 
to lose the sense of perspective and proportion that is so necessary to bring to the considera- 
tion of questions of tax policy upon which he may be called to advise the government. 
It is easy to become absorbed in the fascinating adventures involved in checkmating schemes: 
designed to avoid the income tax or in other problems purely of a routine nature. But the 
head of the Income Tax Division can be of much greater value to the government. By 
reason of the nature of his post he possesses an unrivalled opportunity to watch the ebb 
and flow of national income, to appraise the burden of the tax in respect to different income 
groups, to probe eyidoncss of avoidance on a mass basis, to consider the removal of 
inequities, and in general to study the broad social effects of changes in the levy im its wider 
incidence upon the economic life of the country. It should be possible for the head of the 
Income Tax Division to give consideration to important problems of this nature while main- 
taining general supervision over the activities of his Division. 
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This implies that he should have under him a deputy who would act as his chief 
executive officer. The deputy in turn would work through the heads of the various branches 
of the Division. These administratively would come directly under his control and be 
accountable to him for the performance of their duties. He would also have under him 
directly the supervision of the branch offices throughout Canada with a view to maintaining 
uniformity of practice and to preventing any of these offices slipping into careless methods 
of business. In brief, as the deputy head charged with running the department, as far as its 
routine functions were concerned, he would be responsible for streamlining its operations in 
order to accelerate its present rate of performance. The advantages of this arrangement 
should be two-fold. The chief of the division, relieved of much of the drag of routine work, 
would be set free to give consideration to the broader questions arising; concentrating chief 
administrative control in the hands of a deputy, not subject to interruptions arising from 
other problems, would give the latter an opportunity to do a really good: job in this narrower 
field. 

The third point of importance relates to the protection of the taxpayer from arbitrary 
rulings by officials of the Department. The present statute is notable for the many instances 
in which it fails to lay down a clear-cut rule of law or procedure but meets the situation 
contemplated by a grant of administrative discretion. Where differences occur between the 
taxpayer and the assessing official and the problem is such that administrative discretion 
comes into play the taxpayer should have some right of appeal if he feels that he is receiving 
unfair or discriminative treatment. This is important. Where the powers of discretion can 
be invoked the possibility of unfairness or discrimination always exists. A right of review 
could be established without too much difficulty by instituting within the Division an 
appeal board completely independent of the run of administrative work whose sole function 
- would be to review decisions of assessing officers on appeal from taxpayers. Such a board 
might consist of a chairman with judicial qualifications, an accountant, and an economist or 
business man. Appeals coming before the board would entail a written decision giving 
reasons for the conclusion reached which would be binding upon the Division. This would 
be the surest safeguard against the discriminative abuse of discretion by tax officials. More- 
over, there would no doubt quickly build up sufficient “case law” on problems coming before 
the board to be of great advantage to the individual taxpayer or corporation in making 
clear the scope and limits of the statute. It would also be of value to the assessing officials 
by establishing firm precedents upon which to base continuity of practice. Disputes arising 
between the assessing officer and the taxpayer when referred to the board for decision should 
carry with them, in the event of dissatisfaction by either party with the decision rendered, 
the right of appeal te the Excheque Court. 

The final point to be emphasized is the importance of enlarging and: strengthening the 
statistical branch within the Income Tax Division. The tax occupies such a fundamental 
position in the fiscal system of the Dominion that the results of the most refined statistical 
analysis of the data provided by its operation should be available to the chief of the 
Division and to the government. The primary function of such a statistical branch would 
be to supply the fullest information upon which judgments could be formed with respect 
to possible amendments io the statute. In addition, the nature of the economic data that 
becomes available through the returns filed with the Income Tax Division should make it 
not difficult for the Branch to supply reports that would prove of immense valu to the 
government in determining its basic economic outlook. Investigations for this purpose, when 
carried on within the branch, would be able to make use of much material that ordinarily 
would not be available for statistical analysis. This branch would also be the natural source 
from which the head of the Division would be able to draw information upon which to 
base conclusions when called upon to advise the government. 

There are undoubtedly various other administrative aspects of the Income War Tax 
Act that could be improved or strengthened. The changes advocated here involve a 
re-organization of the Income Tax Division with a view to increasing its efficiency as a 
tax-assessing and tax-collecting agency; to making it possible for the head of the Division 
to devote more time to the fundamentals of income taxation; to providing him with the. 
requisite technical staff on which he may depend to procure the data he requires; and 
finally, and not of least importance, to protecting the taxpayer from the danger of arbitrary 
ie by the tax official. 


D. A. MacGrpgon. 
Wreaiiped, 
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Applications for membership should be addressed to the Secretary-Treasurer, 
273 Bloor St. W., Toronto, Ontario. 


On motion by Hon. Mr. Haig, seconded by Hon. Mr. Leger, it was ordered 
that the article read by Hon. Mr. Haig be incorporated in the report of the > 
committee’s proceedings. 

The CuarrMan: I have received this letter from Mr.- John L. McDougall. 
(Reads letter). I replied to him in these terms. (Reads letter in reply). Pro- 
fessor McDougall answered me as follows: (Reads letter). 

What is the wish of the committee in regard to this correspondence? 

Hon. Mr. Camppeutu: I do not think any of the letters should be inserted 
in our minutes. 

The CHAIRMAN: Suppose we insert the final paragraph of his first letter: 

Finally, the facing page to part 6 of your Proceedings describes me as 
“representing the Income Tax Payers Association of Canada.” I cannot claim 
that honour. I began the study at the request of that association. While it 
was in progress,» was asked to address it, when completed, to you and not to 
them. It was done in my private and professional capacity, and I alone am 
responsible for it. 

Is that satisfactory? 

Some Hon. MrempBers: Yes. 


Hon. Mr. McRaw: Mr. Chairman, there is one point which I wish to mention 
now and which may be considered later. I understand in the United States 
appeals from assessments are taken care of by some kind of local or district 
board; they do not go to Washington. It seems to be to be very important 


- that we should get some information along that line. It seems to me that would 


J 


have some bearing on information we will require later on. 

The CuHarRMAN: Mr. Stikeman told me the other day that there was a 
very competent official of the United States Income Tax Department quite 
prepared to come over here and give us the benefit of his knowledge and 
experience. 

On motion of Hon. Mr. Aseltine, seconded by Hon. Mr. Crerar, it was 
ordered that Mr. Olephant of the United States Income Tax Branch be invited 
to appear before the Committee. Carried. 


On motion of Hon. Mr. Haig the Committee adjourned to meet on Thursday, 
March 28 at 11 a.m. 
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_ THE SENATE OF CANADA | 


PROCEEDINGS 


=, 


OF THE 


SPECIAL COMMITTEE 


Appointed to examine into the provisions and workings of the Income 
War Tax Act and The Excess Profits Tax Act, 1940, and to formulate 
recommendations for the improvement, clarification and simplification 
of the methods of assessment, collection of taxes thereunder and 
the provisions of the said Acts by redrafting them, if necessary, 
and to report thereon. 


No. 2 
THURSDAY, MARCH 28, 1946 


CHAIRMAN 
The Honourable W. D. Euler, P.C. 


CONTENTS: 


Brief submitted by the Edmonton Chamber of Commerce 


OTTAWA 
EDMOND CLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1946 


ORDER OF APPOINTMENT 


(Extracts from the Minutes of Proceedings of the Senate for 19th March, 1946) 


Resolved —That a Special Committee of the Senate be appointed to 
examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, and to report thereon; 

(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; = 

(3) That the said Committee shall have authority to send for persons, 
papers and records. 


ATTEST: 


L. C. MOYER, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 
Tuurspay, 28th March, 1946. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the im- 
provement, clarification and simplification of the methods of assessment, collee- 
tion of taxes thereunder and the provisions of the said Acts by redrafting them, 
if necessary, met this day at 11 a.m. 


Present: The Honourable W. D. Euler, P.C., Chairman, the Honourable 
Senators Aseltine, Beauregard, Campbell, Crerar, Haig, Hugessen, 
Lambert, Léger, McRae, Moraud and Sinclair.—11. 


In attendance: The Official Reporters of the Senate. 
Mr. H. H. Stikeman, Counsel to the Committee. 


Mr. H. H. Stikeman, Counsel to the Committee read a Brief submitted by 
the Edmonton Chamber of Commerce, Edmonton, Alberta. 


Mr. H. H. Stikeman, Counsel, submitted a Memorandum on Administration 
and Appeal Procedure of the Income Tax system of several other countries. This 
memorandum will be taken into consideration at a later date. 


Mr. G. S. Thorvaldson, K.C., Winnipeg, Manitoba, representing the Income 
Tax Payers’ Association, resumed the presentation of his brief, and was again 
questioned by counsel. 


At 1 p.m., the Committee adjourned until Tuesday, April 2nd, at 10.30 a.m. 
ATTEST: 


R. LAROSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE > 


THE SENATE, 
Tuurspay, March 28, 1946. 


The Special Committee of the Senate to consider the provisions and 
workings of the Income Tax Act, etc., resumed this day at 11 a.m. 
Hon. Mr. Euler in the chair. 


The CuHatrMAN: Gentlemen, as we now have a quorum will you please 
come to order. We have only one witness to appear before us this morning. 
It was thought that we would have two, but the Montreal Stock Exchange 
people have found that they can not be here. We have only Mr. Thorvaldson 
of the Income Tax Payers Association. His plane, I believe, arrived only about 
twenty minutes ago, but we expect him here very soon. 

In the meantime I have a letter from the Edmonton Chamber of Commerce. 
It is addressed to myself, and reads as follows:— 

The Edmonton Chamber of Commerce appreciates the opportunity 
of making submissions to the Senate Commission enquiring into the 
taxation structure of Canada. 

Paragraph one, of the attached submission, recommends that a 
thorough study be made of the present basis of taxation on income; and 
paragraph two indicates some of the factors in the present Act which 
should be remedied, changed or eliminated in order to favourably effect 
the taxpayer. . 

It is understood, of course, that these recommendations are made 
only in respect to the present act, and we are still of the opinion that 
many bases of the present Income Tax Act should be amended. 

Hon. Mr. Crerar: From the letter you have just read it would appear to 
deal almost entirely with incidence of taxation. 

The CHamrMan: According to the letter, yes, but I see no objection to it. 

Hon. Mr. Licrr: I move that it be received. 

The CHatmRMAN: And read? 

Hon. Mr. Licer: And read. 


Mr. StrkeMAN: The report reads as follows:— 


EDMONTON CHAMBER OF COMMERCE 


Report oF TaxATION COMMITTEE AS APPROVED BY COUNCIL OF THE 
EDMONTON CHAMBER OF COMMERCE 


March 20, 1946 


1. It is recommended that a Royal Commission be set up to investigate 
the present basis of taxation on income, and the effect of present taxation in 
the economic development of the country; and, further, to recommend (a) such 
amendments regarding administration of the Act as will tend to ‘simplification 
of the tax structure; and (b) such amendments as will assist rather than retard 

economic development. 

The Chamber believes that the present Act shows a regrettable tendency 
to deal with this important aspect of Canada’s economic life on a piece-meal 
basis rather than on the basis of broad, national policy as it is affected by 
post-war and national conditions. 
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2. Specifically, the Committee recommends the following as desirable changes 
in the present Act:— 


(a) 
(6) 


(c) 


(d 


——— 


(e) 


A general reduction in all taxation, especially in income and excess 
profits tax; 

That the normal tax should be repealed and in the interests of simpli- 
fication revision of rates made to compensate for any loss of revenue 
which must be made good; . 

That primary allowances for families should bé increased. A marked 
disparity now exists between the tax burden upon married persons and 
single persons, and the present income tax structure as it affects allow- 
ances for families does not give encouragement to marriage and the 
raising of families; : 

That the $150 tax allowance to the husband of a wife being the recipient 
of an earned income should be eliminated; 

The Committee agrees that all business should be equitably taxed: In 
this connection it is further recommended that new business should be 
income tax exempt for a period not exceeding one year and that this 
should apply to all business regardless of type. 


(f) The Committee believes that legitimate expenses should be allowable 


(g) 


(h) 


as a deduction to all salaried persons whose business requires these 

expenditures in order to produce income, Members of Parliament for 

instance, indemnity should be shown as taxable income but the expenses 
incurred in meeting the obligation, in attendance at Parliament, etc., 
should be allowable as a deduction. 

(1) It is recommended that the Department should admit as expenses 
of operation those charges which must be paid from a practical 
business standpoint, and from which no permanent capital asset 
is obtained, which charges are to-day disallowed because of narrow 
interpretations of the Act. 

It is believed that western extractive industry is penalized since income 

tax rates are not comparable with those of Eastern Canada. 


It is believed that all extractive businesses should be given allow- 

ances on identical basis either as a percentage or net income or as a per- 
centage of the article extracted and all should have the same depletion 
allowance as far as dividends are concerned. A number of vital 
discrepancies are pointed out in this connection, as, for example, pulp, 
in Eastern Canada, lumber in Western Canada, base metals and coal, 
oil and gold. It is believed that risk capital would be encouraged by 
the establishment of standard taxation practice and policy in these 
industries. 
(i) Depreciation should be recognized as a right of every taxpayer and 
and should be removed from the provisions of section 6 in the Income 
Tax Act. The Act should not restrict the right of the taxpayer to 
secure basic rates laid down by the Department regardless of his basis 
of claims in prior years. As a matter of administration the restriction 
enjoyed during the war with regard to depreciation allowances should 
be removed to give all taxpayers the right to utilize the known basic 
rates. ee 

(ii) Functional as well as physical depreciation should be 
recognized. y . 


(i) That Section 15-A should be amended so as not to discourage the in- 


vesting of risk capital in new ventures and should be regarded as apply- 
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- ing only when existing concerns divide departmentally or geographically 
-into subsidiary concerns for the purposes of increasing income after 
taxation. 

We consider that the writing into the Act of special taxes (such as 
the tax on capital gains on Alberta bonds) is undesirable. 

We recommend continuance of the principle by which capital gains 
are not taxed nor capital losses allowed. Levies on capital for special 
reasons should not be made, in the opinion of the Committee, but, if 
made, should not be included in the Income Tax Act which should be 
entirely devoted to the consideration of taxes on income. 

(j) The wide discriminatory powers now vested in the Minister should be 

the subject to consideration and review. 

That an Independent Board of Tax Appeal be set up, enabling appeals 

other than to the same body which issued the assessment (as is now the 

case), but without eliminating the right of the Crown and taxpayer to 

earry a further appeal to the Courts. 

(lt) That all taxpayers have the right of appeal from the findings of the 
Board of Referees to the Courts. 

(m) That all regulations and rulings of the Department be codified and 
published. 

(n) That no rulings or regulations or amendments to the Act should be made 
retroactively. 

(o) That no interest be charged on unpaid tax after a period of two years 
following the filing of the return with the Department. 


(k 


— 


The CHatrMAn: I should think that some of those recommendations ought 
to be amplified; they are a little difficult to interpret. 

Hon. Mr. Crerar: The last ninety per cent of the brief deals with inci- 
dence of taxation. ; 

The CHAIRMAN: Some of it does not. 

Hon. Mr. Crerar: The concluding part of it certainly does. 

Mr. StrkeMan: The reference to the tax court would appear to be within 
our jurisdiction. 

Hon. Mr. McRag: And interest on payments. 

The CuHarrMan: Also in the matter of appeals. 

Hon. Mr. Hucesspn: And discretion. 

The CuarrmMan: Mr. Stikeman, is there anything else to come before the 
committee. anaes 

Mr. StikeMaAn: I can explain this document a little if you would care, sir. 
At the last meeting at which I was present we told honourable senators that we 
would prepare during the Christmas recess certain studies of the administrative 
set-up and the tax appeal system in the other countries of the Commonwealth, 
the United States, and Great Britain. It was felt that the preparation of these 
studies would render a more ready appreciation of the various subjects which 
may come before this committee and accordingly we have had these papers 
mimeographed and distributed. 

It will be noticed that this document covers five jurisdictions, and for those 
who wish to have a summary of each piece of material, a synopsis and table will 
be found at the end. For instance, if you thumb through the first one, that of 
Australia, of about eight or nine pages you come to two charts, which show the 
administrative set-up of the department, and the course which appeals from 
assessments takes. This has been done at the conclusion of each paper so that 

you can visually compare the results in each case. We have a long sheet which 
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shows a comparative table across coming, and it should be here tomorrow. I 
recommend that if the various members of the committee have an opportunity 
to examine this material they should do so before we hear the Bar Association 
and the Chartered Accountants’ Association, as I think undoubtedly these associ- 
ations will touch upon material which is basically similar to that included in this 
document. ; 

Hon. Mr. Campsrtu: Mr. Stikeman, can you answer off-hand whether or 
not there is any appeal from the administrative discretion as to questions raised 
under Appendix B, as to the Commission’s power to decide certain matters; that 
is, referring to Australia. 

Mr. Srixkeman: Yes. If you will look at the chart which immediately pre- 
cedes the page on which Appendix B is written, you will see in the third block 
from the bottom “Decision of Commissioner,’ and in the left-hand block above 
that: “Board of Review. Independent tribunal consists of chairman and two 
other members appointed by Governor-General. Reviews decisions of Commis- 
sioner and may exercise same powers as Commissioner in making assessments. 
Decision final on questions of fact.” 

Hon. Mr. Campsetu: So they may review the administrative decisions of the 
Commissioner? 

Mr. SrikemaAn: Yes, sir; but cases may only come before that Board of 
Review on questions of law. 

The CuarrRMAN: Would the members of the committee like Mr. Stikeman 
to prepare any other report? I suppose we will get what information we want 
about the United States Income Tax Branch when we hear Mr. Oliphant. 


Mr. Stikeman: That information is given in the report I prepared, sir. 
The CHAIRMAN: Oh, this report is not about Australia only? 


Mr. Strkeman: No; it deals with the procedure in Australia, New Zealand, 
South Africa, United Kingdom and the United States. 


Hon. Mr. McRae: We will be able to ask Mr. Oliphant appropriate questions. 
The CuairMAN: When would you like to have him here, Mr. Stikeman? 


Mr. Strxeman: It occurred to me that he might come on Tuesday the 9th of 
April, and then appear as a witness at the convenience of the committee. It is 
possible that one of the witnesses whom we expect to have on the 9th may not 
come. Mr. Oliphant has expressed a desire to be present at a meeting here to 
hear the general tenor of the objections raised, because in the United States at 
this time there is a similar movement which has not got to the stage that we have 
reached here but is still in the domain of public disapproval, particularly of the 
appeal situation. In the United States some years ago a Board of Tax Appeals 
was set up as an informal body and then was transformed into a court and be- 
came a formal body. The moment it became a court a bottle-neck was created 
by the inevitable slowing down through the requirements of proof and witnesses 
and formal procedures that brought about delays. A further bottle-neck was 
created because appeals are provided from this court to the Supreme Court of 
the United States, so that as fast as appeals were heard by the Court of Tax 
Appeals the tendency became to lodge appeals with the Supreme Court of the 
United States. The Supreme Court was not enlarged and so was incapable of 
hearing all these appeals, and the result is that the United States Supreme Court 
is now four and five years behind with its judgments in some tax cases, and the 
administration of justice is in the same position as it was before the Court of Tax 
Appeals was created. This situation has brought about a popular movement, 
sponsored by certain economists, accountants and legal writers, to establish an 
ancillary or secondary branch of the United States Supreme Court to deal ex- 
clusively with appeals from the various tax courts, in order to break that bottle- 
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neck. The opposing camp would have the Court of Tax Appeals the final body 
on all tax questions. So Mr. Oliphant is particularly interested to find out the 
lines upon which we are proceeding here. 


Hon. Mr. Campsetu: The appeals to the Supreme Court are strictly on ques- 
tions of law, are they? 


Mr. STIKEMAN: Yes. 


The CuartrMANn: Mr. Thorvaldson is here now and I understand Mr. Stike- 
man wishes to ask him some questions. 


Mr. G. 8. Thorvaldson, K.C., Winnipeg, appeared on behalf of the Income 
Taxpayers’ Association. 

Mr. Stixkeman: Mr. Thorvaldson, when you left here the proceedings were 
arrested at page 320 of the published report, before you had an opportunity of 
answering my last question. I think the simplest thing to do would be to ask 
that question again and continue from there. On page 8 of your brief you say: 
“But, in Canada, one of the results of the multiple discretionary powers contained 
_ In our two acts render the application of most judicial decisions and some of the 
vital principles of income tax law for the protection of the taxpayer, completely 
ineffective.” I asked you what decisions of the courts have been rendered in- 
effective by the discretionary powers. 

Mr. TuHorvautpson: I do not think I said that any decisions of the courts 
have been rendered ineffective. What I did say was that the courts became 
quite ineffective because so many income tax matters in Canada were based not 
on legal principles but on administrative discretion. 

Mr. St1KEMAN: Your language, Mr. Thorvaldson, is: “One of the results of 
the multiple discretionary powers contained in our two acts render the application 
of most judicial decisions and some of the vital principles of income tax law for 
the protection of the taxpayer, completely ineffective.” 

Mr. THorvatpson: Well, what I really intended there was that most legal 
principles applicable to income tax are ineffective, resulting from the discretionary 
powers, and when I referred to legal decisions I meant essentially legal decisions 
under the English income tax law, meaning thereby that principles of income 
tax ought to be the same here as in England, but that by virtue of the fact that 
so much discretion was interposed under the Canadian Acts the English decisions 
were wholly inapplicable, even where the legal principles Ce the matter 
might be entirely similar. 

Mr. Strkeman: Do you not think that one of the reasons for the 
inapplicability of the English decisions is the difference between the language of 
the two statutes? 

Mr. THorvaLtpson: That would account for many of the English decisions 
being inapplicable here. 

Mr. StrkKEMAN: What example can you give as showing that the multiple 
discretionary powers contained in our two acts render the application of English 
decisions ineffective? 

Mr. TuHorvaupson: I have not any example of that kind before me. I am. 
just referring to broad principles. 

Hon. Mr. Hucessen: Is it a fact that discretionary powers under the English 
act are much more restricted than under the Canadian act? 

Mr. THorvatpson: Much more restricted, yes. I do not think there is any 
doubt about it. 

Hon. Mr. Hucsssen: Is that your conclusion too, Mr. Stikeman? 

Mr. StikeMAN: I would not like to answer that, sir. It was my general 
opinion that administrative discretion created by our statute was wider and 
hence perhaps more restrictive on the taxpayer in its potential effect, than that 
under the English statute. 
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Mr.-TuHorvaupson: Yes, that is right. 

Mr. STIKEMAN: In Canada? 

Mr. THORVALDSON: Yes. 

~ Mr. Srixeman: But I suggest that the restrictive nature of the minister’s 
discretion has not limited the decisions either of the Canadian courts or of the 
English courts, because the judgments so far have tended to confirm the principle 
along which discretion has been exercised. 

Mr. THorvAupson: If you mean our courts are not restricted in ‘their 
application-of income tax law, I wholly disagree with you. That is our complaint, 
that our courts are completely restricted because of having to hold in general 
that where the minister exercises his discretion, and has exercised it properly in 
accordance with the legal principles, the courts cannot intervene. I think the 
first break in the line of decisions has just recently been made in the Supreme 
Court in the case of Wright’s Canadian Ropes. I referred to that case quite 
frequently in my submission here in December. That was just after the Judge . 
of the Exchequer Court had rendered a decision which was adverse to the 
taxpayer and favourable to the minister. Since then, as you know, the Supreme 
Court has reversed that decision. This may have opened up a new principle 
entirely which the courts may follow in respect of ministerial discretion. But 
that does not get away from the fact that we are wholly opposed to the legislature 
granting all the discretion to the minister which it has granted, and which we 
claim to be really a grant of legislative power to.the Minister of National 
Revenue. 

Mr. StikeMan: Your objection is not to the exercise of discretion, but that 
the statute empowers the exercise of discretion in such a way that the courts 
have no alternative but to confirm the use of the discretion? 

Mr. THorvatpson: Yes. I hope to make that clear. If the legislature sees 
fit to grant discretion I cannot complain against the minister, but I do complain 
against the legislature for having granted that discretion. 

Mr. Stikeman: From your language I was slightly confused by your 
reference to some vital principles of the income tax law for the protection of 
taxpayers. I presume that in specific terms you mean the average British 
citizen has a right to appeal to the courts from any authority? 

Mr. THorvatpson: Yes; and it was wholly contrary to proper parliamentary 
principles for the legislature to grant the right of legislative power to an 
individual or a committee. That is what we ‘claim has been done to such a 
large extent in the Income War Tax Act. 

The CuHairMAN: In the case you mentioned, the Wright’s Canadian Ropes 
case, the Exchequer Court gave its decision on the ground that what discretionary 
power was exercised was according to law. 

Mr. THorvaupson: Yes, that is right. 

The CHAIRMAN: An rdeal was then made to the Supreme Court. 

Mr. THorvALpson: The Supreme Court of Canada. 

The CHArRMAN: And that court reversed the decision. 

Mr. THorvALpson: Yes. 

The CuHarrMANn: Its interpretation of the law was other than that of the 
Exchequer Court? 

Mr. THorvALDSON: Yes. 

The CHAIRMAN: You would think that would be a precedent possibly? 

Mr. THorvaLpson: Well, what the Supreme Court said in effect was this: 
It is true the minister thas exercised his discretion, but in this case the discretion 
is not based on reason, it is based on unreasonableness. That was the word used 
by one or two members of the Supreme Court. . 
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~The CHAIRMAN: Would not the Supreme Court base its decision on the law, 
the statute? 

Mr. THorvaLtpson: The case has ‘been reported, and it is not very easy for 
me to deal with that case accurately without having it before me. But I do - 
think that is the decision itself, and the language used by the judges should be 
brought to the attention of this committee and put on the record. 

Hon. Mr. Crerar: Could we infer, Mr. Thorvaldson, that the judgment of 
the Supreme Court said in effect that the law was unreasonable? 

Mr. Tuorvatpson: Oh, I think you can infer that from the decision. 
Naturally the court never likes to go to the extent of saying a law 1s unreasonable, 
The court says: No matter how unreasonable the law is, we are here merely to 
interpret that law, and it is up to the legislature to decide whether it is 
unreasonable or not. 

Hon. Mr. Campsetut: Was not the effect of the decision that the discretion 
exercised by the minister was not a discretion within the provisions of the 
particular section? 

Mr. THorvaupson: I do not know if that would be a fair statement. The 
court objected very strenuously to the fact that the minister refused to disclose 
to the appellant, namely, the Wright’s Canadian Ropes, the reason for the 
exercise of the discretion, namely, what lay behind the discretion, and the court 
made severe strictures on that fact. Then the court proceeded to say that on 
the facts before it—not having the facts before the minister, because the minister 
refused to divulge on what basis he exercised his discretion—it decided that the 
minister’s decision could only be based on unreasonableness. That is the gist of 
the decision as I recollect it. 

Mr. StrikeMAN: I understand that leave for appeal has been applied for to 
take that decision to the Privy Council. 

Mr. THorvatpson: I hear so. That is all the more reason why I feel the 
Dominion Parliament should take hold of this thing. 

The CHarrMAN: And make it unmistakable. 

; Mr. THorvALDSON: Yes, make it unmistakable, that some of these arbitrary 
powers should be taken away, and taken away quickly. 

Mr. Str1KEMAN: To whom would you give that power? 

Mr. THorvaLpson: I would give it to the courts. 

Hon. Mr. Hucrssen: I read that case. There the company was a wholly- 
owned subsidiary of the English parent company, was it not? 

Mr. THorvaupson: No, I do not think so; 49 point something per cent only. 

Hon. Mr. Hucrssen: Had it not a contract with the English parent company 
to provide it with certain services? 

Mr. THorvatpson: Yes, and the English company provided the Canadian 
company with certain services. 

Hon. Mr. Hucessen: For which they charged them so much? 

Mr. THorvaALpson: Yes. 

Hon. Mr. Hucressen: Which the Canadian cntoany tried to deduct as 
expenses for income tax purposes, but the Income Tax Commissioner said: That > 
charge is too high, that is an unreasonable charge for the English parent company 
to make, and I am going to reduce that amount to what I consider reasonable. 
In that case, Mr. Thorvaldson—following Mr. Stikeman’s question as to whom 
you would give that power—could you leave it to the two companies without any 
control to decide as to how much the parent was to charge to the subsidiary? 
Suppose the Income Tax Commissioner considered that the amount the English 
parent company charged its subsidiary was unreasonable and had the effect of 
unreasonably decreasing the Canadian company’s income so it paid less tax 
than he thought it should pay, in whose hands would you leave that discretion? 
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Mr. THorvatpson: Do you need to leave discretion to anybody there? 


Hon. Mr. Huacessen: I think the Commissioner has to have some sort of 
discretion in a case of that kind. I think that your remedy is in providing 
some sort of simple appeal whereby the discretion of the minister can be 
reviewed. It seems to me that you must have some sort of discretion. 


Mr. THorvaLpson: Yes, we realize that in a taxing statute there must be 
discretion on certain phases. 

Hon. Mr. Hucessen: I was trying to pin you down to that particular 
provision where discretion was exercised. I don’t see how you could administer 
the act at all unless you had discretion, reviewable if you will, in that particular 
kind of case. 


Mr. THorvatpson: Of course you are referring to section 6, subsection 2, 
which gives the Deputy Minister absolute power to determine if any expenditure 
made by a taxpayer is a proper expense or not. When you give that power 
to one person you are granting him power of life and death over the stability 
of companies and individuals. 

Hon. Mr. Hucessen: I do not altogether agree with you. 

Mr. TuHorvautpson: I agree that if you decide it is wholly essential to leave 
Section 6, subsection 2 as it is, then you should have an appeal from the 
minister’s discretion not only on matters of law but on questions of facts as 
well, and that appeal could be to the Appeal Tribunal that we suggest should 
be put up. 

The CHairMAN: At the present time is not their appeal to the Exchequer 
Court? 

Mr. THorvautpson: There is an appeal, but until this decision of the Supreme 
Court, the appeal on matters of discretion has generally been held against the 
taxpayer. In fact in my view it has been quite useless so far as the taxpayer 
is concerned. It is true that in the Pioneer Laundry case and one or two other 
cases the Privy Council held on a very close division that the minister was 
wrong, but nevertheless I do not think the taxpayers— 

The CHAIRMAN: The cost on an appeal is so great that if the amount at 
stake is small the taxpayer will not go to the expense of an appeal especially 
when he feels that he cannot succeed anyway. 

Mr. THorvAtpson: Yes. On the matter of discretion, the lawyers on this 
committee know that it is extremely complicated litigation, and these judgments 
are very comphcated. 

Hon. Mr. Campseitu: Mr. Thorvaldson, just by way of summary, is it not 
your submission to this committee that as the act is now drawn the discretionary 
power which is vested in the minister is such that it is not subject to review 
except in some very extreme cases? 

Mr. THorVALDSON: Yes. 

Hon. Mr. Camppetui: And you feel it should be subject to some review by 
a court or a board of review or some other tribunal by way of appeal from the 
minister ? 

Mr. TuHorvatpson: That is it exactly. 


Mr. Stikeman: While we are dealing with your remarks on this question, 
Mr. Thorvaldson, I notice that at the bottom of page 8 of your brief, speaking 
of the tendency of the junior officials in the various district offices to pass upon 
discretionary matters, you state: “One can well realize the only safe decision for 
assessors and clerks to make is against the taxpayer.” You then make a further 
statement later in the brief to the effect that the district offices have no latitude 
and that all decisions are made by the head office in Ottawa. Thereby, I 
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gather, you suggest that a decentralization process should be effected by which 
discretion might be fully exercised in each district office, and that the junior 
assessors and clerks to whom you refer should be empowered to make their 
decision in any way which to them might seem fit under the circumstances. If 
this is so, is it your opinion that a great variety of reasons and methods of 
exercising discretion is desirable or harmful? 

Mr. THorvaLpson: Your question is pretty long and a bit double-barrelled, 
Mr. Stikeman. 

Hon. Mr. L&eer: It is a lawyer’s question. 

Mr. STIKEMAN: I will ask the question again. 

Mr. TuHorvaupson: I think I have the first part of your question. You say 
that one can well realize that the only safe decisions for assessors and clerks to 
make are ones against the tax payer. Then you suggest that clerks and officials 
have no power— 

Mr. StikeMANn: No, I say one of your objections is that the district offices 
have no latitude. 

Mr. THorvaupson: I do not know where I say that; I do not say they have 
no latitude. Will you refer me to the part you have in mind? 

Mr. STIKEMAN: Yes, I will. ! 

The Cuairman: While Mr. Stikeman is looking up that material, do you say 
that all assessments, large or small, must be confirmed by Ottawa, and a decision 
made on them? 

Mr. THorvatpson: No, I do not believe so at all. 

The CHarrMAN: There is a limit to it? 

Mr. THorvaupson: Yes; I think that the United States practice is that a 
large proportion of assessments, namely assessments up to a certain amount, are 
dealt with exclusively in the regional offices, and all the larger amounts go to 
Washington. 

The CHAIRMAN: Is that not the case here? 

-Mr. THorvautpson: That is the case here. Mr. Stikeman has that informa- 
tion, and I think he referred to the amount of limitation when we were here last. 

Mr. Strkeman: I have that portion marked somewhere, Mr. Thorvaldson, 
but in order to save the time of the committee I will have Mr. Wood go through 
my material to'see if he can find it. For the moment we will eliminate that 
question. The answer that I am interested in obtaining from you is your view as 
to whether the latitude should be granted to the junior officials who exercise dis- 
cretion to find in more ways than one. Naturally, the one way which you infer 
they usually find is against the tax payer; therefore, your answer must be in the 
affirmative, but on general grounds do you think, or does your committee believe, 
that it is useful and helpful to have a variety of methods used throughout the 
department in applying discretionary rulings. 

Mr. THorvaLpson: No, I do not think it is good to have a variety of methods. 
I think it is always necessary to build up one body of legal principles under 
which your whole act is administered; and, I am not saying that this matter of 
decentralization is not without difficulty. < 

The CuHarrMaAn: You are not advocating that the junior clerks, to which 
reference has been made, in these various districts should have final say as to the 
amount of the assessments? 

Mr. THorvatpson: No, no. 


The Cuarrman: I would suggest that it might possibly be well, instead of 
the many returns coming to Ottawa, some might be left to the discretion of the 
inspector, that is, the head man in each district office. 
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Mr. THorvaLtpson: As a matter of fact, the thought I had in mind when 
I made the statement was that one can realize that the only safe decisions for 
an assessor or clerk to make is against the tax payer. After all is said and done, 
the clerk and the assessor are engaged and hired by the government, and natur-. 
ally they expect to collect all the taxes they possibly can.. There need be no 
dispute about that feature, and there is nothing wrong about it. At the same 
time the junior assessor or clerk knows that. where there is an item of two or 
three hundred dollars involved, he might just as well find against the tax payer 
because that tax payer is not going to put up four hundred dollars to appeal to the 
Exchequer Court. The tax payer has to put up either cash or bond to the value 
of four hundred dollars before he can appeal against any decision of a junior 
assessor or clerk, involving only two or three hundred dollars. Hence, we say 
there should be an easy appeal procedure from a case of that kind. 


The CHAIRMAN: Do you say then that an assessor is always minded to give 
his decision on the side of the government in favour of the Income Tax Depart- 
ment. Is it not quite conceivable that he might have a certain sense of justice 
that would make him deal with the case entirely on its merits? 


Mr. THorvaupson: That is quite conceivable; but let us take the case of 
the Crown prosecutor who has been in office for five or ten years. He has for- 
gotten anything about the side of the defendant, and his duty, as he sees it, is 
wholly on behalf of the Crown. It is true in theory that the Crown prosecutor is 
intended to ‘be entirely neutral, but it 1s only human nature that his bias will be 
all in favour of the Crown. The same situation applies to the assessor who is 
engaged to get and collect as much taxes as he can. I am not blaming the men 
because I believe it is natural that they should lean heavily in favour of their 
employer. 


Hon. Mr. Campspeuu: I would like to ask Mr. Thorvaldson a question. Do 
you say from your actual experience as a practising solicitor that you have 
found the condition which you now mention exists in local offices throughout 
Canada or wherever you may have carried on your practice? 


Mr. TuHorvaupson: I can not say that I have found it to exist in my own 
relations with the income tax officials. They have always been very amicable, 
and I felt that I got a very square deal as far as I was concerned. 

Hon. Mr. Camppetu: I think, generally speaking, that has been the 
experience of the profession, and I just did not want the statement to go on 
record without some comment. 


Mr. TuHorvautpson: That undoubtedly is the experience of the profession; 
however, a number of letters that we have received from taxpayers have been 
along this vein. 

Hon. Mr. Liarr: If the deposit was abolished would that remedy the 
situation? 

Mr. TuHorvaupson: It would remedy it to a certain extent. The procedure 
is this, that the appeal is firstly taken to the Minister and if he finds against you, 
then it is necessary to go to the Exchequer Court. Whether a deposit is required 
or not litigation in the Exchequer Court is very expensive business. It may also 
be followed by an appeal to the Supreme Court of Canada. That is to say, if the 
taxpayer wins in the Exchequer Court he never knows how far he is going to be 
taken under the present procedure. 

Mr. StikemANn: Mr. Thorvaldson, I have found the reference that I had in 
mind. It appears on page two of your brief; perhaps it was in a letter which 
you wrote to the members of your association preparatory to obtaining their 
views on your recommendation or proposal to abolish the office of the Deputy 
Minister. You then put in a paragraph as to how that could be effected. You 
go on to say, “Under the present system all questions must be referred to the 
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Deputy eee es at Ottawa, and this has resulted in long delay, loss of revenue, 
and injustice to taxpayers.” From that statement I infer that-you would like 
to decentralize the administration by giving the district inspectors power to 
perform substantially the functions of the Deputy Minister, as indicated in your 
preceding paragraph. 

Mr. THorvVALDSON: Yes. 

Mr. StikEMAN: With that in mind may I ask you if discretion is kept are 
you in favour of it being exercised according to uniform rules throughout the 
country? 

Mr. THorvatpson: It must be exercised in accordance with uniform rules. 

Mr. STrKEMAN: But you ay today that the average assessor exercises it in 

only one way. 

Mr. THorvALpDSon: Yes, I do say that. 

- Mr. StrKEMAN: Is that not in effect a uniform rule? 

Mr. THorvatpson: Of course, but I am speaking more of the hundreds and 
thousands of small disputes between the esi ADS: and the officials which never 
come near a law office or an accountant. 

Mr. StTrKEMAN: Then if we go higher ait come to the senior officials we ~ 
find the Deputy Minister putting into his evidence a memorandum which was 
written to all inspectors laying down a rule for the exercise of discretion as 
drawn from the decisions of the courts. 

Mr. THoRVALDSON: Yes. 

Mr. StrkemMan: Do you believe those rules are not uniformly followed? 

Mr. THorvaupson: Yes, I believe those rules are followed. We have no 
objection to that. Our complaint i is not that the Minister follows the law. The 
Minister has to follow the law, and he has to exercise discretion in these cases, 
because the law gives him that ‘right and opportunity. Again I say we maintain 
that it is the law that ought to be changed. 

Mr. StrkeMAN: My question is, if you say we should maintain discretion 
under a uniform set of rules, do you not believe that is actually practised today? 

Mr. THorvaLpson: It is impossible to answer the question, “Are you in 
favour of maintaining discretion?” What we have said and what we continue 
to repeat, is that there must naturally be a discretion in respect to administrative 
duties, but that discretion should not go'to the point of giving quasi judicial or 
judicial powers which should be the functions of the courts. 

Mr. StikEMAN: For the purposes of the committee, perhaps you could 
outline a practical example of how, in your mind, a system of appeals should 
operate. Let us take the case of an individual who seeks to charge depreciation 
at the rate of ten per cent on a piece of machinery, but because he has only 
charged five per cent up to 1940, discretion is exercised and he is refused 
permission to exceed five per cent. Under the present system’ he launches an 
appeal from that assessment to the Minister who details his Deputy Minister 
and his officials. What variation would you suggest, assuming those facts, in 
that hypothetical case? 

Mr. THorvatpson: I can notvanswer your question without making reference 
to that particular section dealing with depreciation. I should like to read it to 
the committee. 

Mr. StiKEMAN: It is section 6 (1) (n). 

_ Mr. Tuorvatpson: We maintain that this is one of the worst fone of 
the Income Tax Act. Paragraph 6 (1) reads as follows: 


In computing the amount of the profits or gains to be assessed, a 
deduction shall not be allowed in respect of (n) depreciation, except such 
amount as the minister in his discretion may allow. 
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Hon. Mr. CAMPBELL: That was amended after the Pioneer Laundry case. 


Mr. Tuorvaupson: After the Pioneer Laundry case it was amended to read 
this way because the judicial committee held against the Minister’s power 
under the former section. We maintain that this is perhaps the most out- 
standing example of discretionary power, and it really is the power of life and 
death over business. If the Minister is able to say to you, to me or anyone else, 
that no depreciation shall be allowed on certain property whether it be worth a 


dime or a million dollars over certain years, we maintain that nothing like it can _ 


be found in law anywhere. 

The Cuarrman: Your contention is that it should be left to the courts t 
decide? 

Mr. TuorvaLpson: Not to the courts, but parliament should lay down a rule 
eoverning the matter of depreciation, and state what depreciation is allowed. 

Hon. Mr. Hucrssen: The exact percentage of the depreciation on every kind 
of property should be known to the public either from orders in council or from 
legislation. 

Mr. Tuorvaupson: Yes, and parliament should not delegate the power to 
the Minister to say what depreciation should be allowed. 

Hon. Mr. Hucrssen: That is admitted. But what remedy do you suggest? 

Mr. THorvaupson: There should be rules established. 

Hon. Mr. Hucessen: I know, but do you say they should be in the legis- 
lation? | 

Mr. Tuorvatpson: I would not say that, necessarily. Under any income 
tax act you must have regulations, but they need not be in the act unless you are 
going to have a tremendously long statute. I admit that you might require a 
regulation to cover the percentage of depreciation to be allowed on various 
properties, for instance. | 

Hon. Mr. Hucrsspn: That would be passed by order in council? 

Mr. Tuorvatpson: Yes; and in our brief we say that the orders in council 
should not be effective until reviewed by Parliament. To get back to section 
6 (1) (n), we maintain that this should be amended and that power such as this 
should not be granted to one individual. 

Hon. Mr. Crerar: What is the practice now as to depreciation? Take as 
an example the depreciation allowed to printing shops. Would the rate applicable 
to them be uniform? 

Mr. StikemMan: Not exactly. It would depend on the rates charged before 
the war. There was a ruling that no depreciation might be increased after 1940 
over that which had been charged prior to 1940. 

Hon. Mr. Crerar: But the rates are uniform are they? 

Mr. StrkEMAN: The rates are uniform, but the application of those rates 
is limited according to whether the maximum had been already taken in prior 
years. In other words, if the printing shop took 10 per cent on its machinery 
in 1939, it could continue to take that rate from 1940 to the present day. If 
it had taken 3 or 4 or 5 per cent on its machinery in 1939, it was not permitted 
to increase to 10 per cent in the war years. | 

Hon. Mr. Crmrar: Suppose one printing shop worked eight hours a day, 
does all its work in that time, but another printing shop, a very popular one, 
has to keep going twenty-four hours a day, what then? 

Mr. StrkeEMAN: There was a special provision that depreciation could be 
increased up to, I think, double the normal rate taken, if the time worked was 
twenty-four hours a day; and it could be increased 50 per cent over the normal 
rate if the time worked was eighteen hours a day. 
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Hon. Mr. Crerar: Is that a matter within the minister’s discretion? 

Mr. StrkeMANn: Entirely; and he made that ruling. 

The CHarrMAN: Would there not also be a variation as to different types of 
machines within one printing shop? And the matter of obsolescence might come 
in also? 

Mr. StikEMAN: There is no allowance for obsolescence, but in effect that 
plays a certain part in calculating the asset value against which depreciation 
is charged. The ruling of the minister is that the taxpayer owner of machinery 
which depreciates in his business can only recoup from his profits the cost of the 
machinery to him. 

The CHAIRMAN: Some printing shops have very complicated presses, and 
these might depreciate more rapidly than type-setting machines. In one case 
the depreciation might be 10 or 15 per cent, and in another case only 5 per cent. 
Is there no provision to cover a variation like that? 

Mr. STIKEMAN: No. 

Hon. Mr. McRas: I do not see how there very well could be. 

The CuarrMan: It could not be put in the rules, I suppose. 

Hon. Mr. McRae: And I do not see how it could be put in legislation either. 
As I understand the regulation, it is pretty uniform for different lines across the 
country. 

Mr. Strxeman: Mr. Thorvaldson, I did not mean to get off the subject that 
we were dealing with, and I apologize for taking up your time on depreciation. 
The point of my original question was whether you could give an example which 
wolud explain to the committee your suggestion for a board of tax appeals as 
opposed to the present appeal procedure. Let us take the case of a taxpayer, 
a limited company, which has charged as a deduction a salary that the minister 
deems excessive and disallows in part. The taxpayer appeals from the 
assessment effecting that disallowance, and under the present statute the appeal 
goes to the minister, who feels that he was right and confirms the assessment. 
Then an appeal is made to the Exchequer Court, and the judge says: ‘‘The 
minister is the man appointed by Parliament to exercise his discretion. JI cannot 
substitute my opinion for his, and the assessment is confirmed.” As I understand 
it, you are suggesting a different procedure, and I would like you to explain it 
for our benefit. 

Mr. THorvaLpson: In paragraph 40, on page 16 of our brief, we say: ‘We 
— recommend that an inexpensive method of appeal be provided. In the first 
instance it”—that isthe appeal from the assessment— ‘should be to the Commis- 
sioners of Income Tax previously referred to.” You will recall that we proposed 
that a board be established, to be known as the Commissioners of Income Tax, 
consisting of a lawyer or a judge, as chairman, and an accountant and a business 
man, a board of three—two boards, if necessary—and that all appeals from 
assessments in the first instance go to this board. Then our brief goes on: “This 
Board would sit for the hearing of appeals both in Ottawa and on circuit 
throughout Canada. No security for costs should be required on the taking of 
an appeal to this Board and no costs should be assessed either against the 
Crown or taxpayer.” 

I think that conforms both to the English system of original appeal—that 
is, appeal to the Commissioners—and also to the United States system. That 
is, I do not think that any costs are assessed against either party in the United 
Kingdom or the United States. 

Then paragraph 41 of our brief says: “Thereafter both the Crown and the 
taxpayer should have a further right of appeal to the ordinary civil courts.” 
Of course we realize that we are recommending something quite new here. We 
suggest that income tax appeals should be to the civil courts and not necessarily 
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to the Exchequer Court as they are now. We see no reason why the civil courts 
should not handle appeals from income tax assessments Just as they handle 
numerous other matters of federal law. For instance, the Criminal Code is a 
federal law, but it is not administered by a federal court; it is administered by 
the provincial courts. We know, of course, that the civil courts are partly 
federal: their judges are appointed and paid by the Dominion; it is only the 
administration of those courts which is provincial. We say there is no reason 
why appeals from the Commissioners should not go through the civil courts, as 
I believe they do in England. Mr. Stikeman can confirm that. My under- 
standing is that in England appeals from the original board go to the civil 
courts—to the county courts, in some cases, and to the high court, in other eases. 
I believe that in the United States they have appeal tribunals and that appeals 
from them go to certain courts of law established as federal courts. 
The CHarrMAN: You say that appeals might go to the county courts? 


Mr. THorvaupson: I think that in England some appeals go to the county 
courts, but I am not quite sure of that. 

The CHairmMan: There would probably be a limit to the amounts involved 
which they could consider. 

Mr. THorvaALpson: I think perhaps that is so. 

Mr. Strkeman: The committee will find the English procedure is set out 
on large sheets in this document that I distributed this morning. 

Mr. Tuorvatpson: Perhaps I might read into the record the remainder of 
paragraph 41 of our brief. I had got to the end of the first sentence. The 
paragraph continues: “Then a final writ of appeal from the ordinary civil courts 
should be given to the Supreme Court of Canada. No security for costs should 
at any time be required from the taxpayer.” Briefly, those are our proposals 
in respect of appeals. 

Hon. Mr. Hucressen: What positive objection have you to the present 
procedure of appeal to the Exchequer Court in the first instance? | 

Mr. THorvatpson: The Exchequer Court is so overburdened with htigation 
that the department itself is right now waiting for decisions. I do not know 
how many cases are not dealt with, but I argued a case before the Exchequer 
Court a year ago last September, that is, September, 1944, and judgment has 
not been handed down yet. The reason I took the case to the court was that 
it involved, as I thought, an important principle. The income tax branch itself 
has been waiting for a decision in that case for a year and a half now. I am 
told by other solicitors that they are in a similar position; in fact, some decisions 
have been delayed for a longer period than that. 

The CuairMAN: Delays sometimes occur in civil courts too. 

Mr. THorvaLpson: Yes, that kind of thing happens from time to time, but 
I think it is a pretty general thing in the Exchequer Court and that it is serious. 

Hon. Mr. Hucessen: Was there not a third judge appointed to the 
Exchequer Court within the last year or so, in order to deal with the arrears? 

Mr. THorvaLpson: Yes, that is right. 

Hon. Mr. Hucessen: I was trying to find out what fundamental objectio 
you had to appeals to the Exchequer Court as such. 

Mr. THorvaLpson: We have no objection to the Exchequer Court-as such. 
The only thing we say is that there is no reason why the income tax law should 
not be dealt with by the civil courts, just as cases under the Excise Act are, 
and cases under innumerable other federal acts. : 

Hon. Mr. Hucrssen: That is hardly a reason why appeals should not be 
made to a special court which is competent to deal with them. 

Hon. Mr. Aseutine: The court is too far away from most taxpayers. 
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Hon. Mr. Hucessen: I was trying to find out what the objections are. 

Hon. Mr. Hate: One of the main functions of the court is to deal with 
matters in which the Government itself is involved. Therefore the court is 
unconsciously prejudiced in favour of the Government. 

Mr. TuHorvaupson: There would be ample scope for the Exchequer Court 
in handling arbitration cases, and patent, trade-mark and copyright cases. 

Hon. Mr. Hucrssen: Why should the Exchequer Court deal with patent 
law any more than with income tax law? 

Mr. THorvaupson: I think one good reason is that patent law is an entirely 
separate branch of law. The average judge and lawyer probably knows nothing 
about patent and trade-mark law. | } 

Hon. Mr. Hata: And these things are administered exclusively in Ottawa. 

Hon. Mr. Hucessen: I should think there is some advantage in having the 
income tax act interpreted by one court rather than having a variety of 
interpretations by provincial courts. 

Mr. TuHorvaupson: The answer to that is simple, senator. The Criminal 
Code and other federal statutes are interpreted now by the provincial courts 
and principles laid down in one province are followed in another. A judge in 
New Brunswick, let us say, will base his judgment upon a decision by a British 
Columbia court. A body of Canadian income tax laws could easily be built up 
if appeals under the act were taken to the ordinary civil courts. 

Hon. Mr. Campseiu: You are discussing appeals on points of law now? 

Mr. THOoRVALDSON: Yes. 

Hon. Mr. Hucessen: Is it not a matter of fact that taxpayers in the middle 
west find it difficult since the Exchequer Court does not go out often enough to 
hear appeals in that part of the country? That is what I was trying to get at. 

Mr. THorvatpson: I would not say that is our main consideration; it is 
part of it. The Exchequer Court comes to the west probably only onee a year, 
twice sometimes. 

Mr. StikeMAN: What would you do with your appeals, would you stop 
them at your Board of Tax Commissioners or permit them to go further? 

Mr. TuHorvatpson: That of course is a matter of opinion, and my opinion 
is no better than anybody else’s. I think that on questions of fact you would 
stop at the Board of Tax Commissioners, because they are practical men. You 
have one judge and two business men. | 

Mr. StrkKeEMAN: For all purposes you would permit the substitution of the 
board’s mind for the minister’s mind in the exercise of discretion? 

Mr. THorvALpson: Yes, on the understanding of course that the discretion- 
ary powers would be greatly cut down. 

Mr. StT1KEMAN: Would you leave them cut down if that were the fact? 

Mr. THorvatpson: Yes. [ think it is fundamental that parliament should 
refrain from granting to anybody powers such as are contained in the present 
act, no matter what particular appeal procedure you have. 

Mr. Strkeman: What powers should be eliminated in your opinion? 

Mr. THorvaLtpson: I think such powers as in section 6, (1), (m), 
should certainly be changed. The power, for instance, under which the minister 
acted in the Wright’s Canadian Ropes case. 

Mr. STIKEMAN: Section 6, (2)? 

Mr. THorvautpson: I think that is a wholly unreasonable grant of dis- 
eretionary power. That discretion ought to be cut down. ) 

Mr. StrkEMAN: What would you do with that discretion? That gentleman 
has the power which the minister has. He may think an expenditure is unduly 
high, say 100 per cent too high, for the purpose of improperly reducing the tax. 
How would you regulate undue expenses? 
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Mr. TxorvaLtpson: I am not prepared to say what the section ought to 
be. 


Hon. Mr. CamMpsBeLtt: Would the provision in the British Act be satis- — 


factory? 

Mr. THorvatpson: I do not know what the provisions in the British Act 
are on that, Mr. Campbell, but I do not think the particular provision 1s as 
wide as it is in our act. I do not think it would be difficult to study the English 
and American acts and arrive at general principles which would be satisfactory, 
after which we could develop a body of civil law on the subject both as to 
depreciation and expenditure. 

Hon. Mr. Hata: You have no specific suggestions to offer now? 

Mr. THorvaupson: No. 

Mr. StrkeMAN: Are those the only two, 6 (m) and 6 te 

Mr. THorvautpson: No. 

Mr. STIKEMAN: What are they? 

Mr. Tuorvatpson: No. I must refer you to the discretionary powers in 
the present act. There is no purpose in COT tre them to memory; you have 
them before you. 

Mr. Stixeman: You have not said which you would leave out and which 
you would leave in. 

Mr. TuorvaLtpson: No. We do not think this is the place to come down to 
details as to which kind of the hundred discretionary powers should be cut and 
which of the hundred should be left there. 

Mr. Strkeman: But I do think it is important, Mr. Thorvaldson, to let 
the committee have your opinion as to the kinds of discretion you would leave 
in the act and what you would eliminate. 

Hon. Mr. Hate: Why not leave them all out? 

Mr. TuHorvautpson: I will answer that question. We agree that any taxation 
statute must contain discretion as to certain functions, that is purely admini- 
strative functions such as the preparation of forms and what forms shall be used. 
In the administration of the department itself there must be a great deal of 
discretion as to that. But when it comes to granting discretion as to matters 
affecting the amount of tax to be paid by an individual or company, that dis- 
cretion should be eliminated. 

Hon. Mr. Haic: You think that should be put in the statute? 

Mr. THorvaLpson: Yes. 7 

Hon Mr. Hare: And if it does not work it can be amended? 

Mr. THorvALDSON: Yes. 

Hon. Mr. Hara: I agree with that. 

Mr. Strkeman: Therefore instead of having section 6 (2) empower the 
minister to disallow abnormal expenses which he considered unduly large, would 
you put in the statute a list of ratios of expenses to profits? 

Mr. TuHorvatpson: No, I do not think that would be practicable. 

Hon. Mr. Hata: May I interrupt Mr. Stikeman just there? In a recent 
decision did not the Supreme Court decide the minister must give his reasons for 
disallowing certain charges? 

Mr. THorvaupson: That was the Wright’s Canadian Ropes case. 

Mr. StrKEMAN: The court said the minister must give all his reasons to the 
taxpayer. He did not do so, and the court declared he was wrong. 

Hon. Mr. Asettinn: If he had given his reasons would there have been any 
possibility of winning an appeal? 

Mr. Srikeman: No. 
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As I understood Mr. Thorvaldson’s objection to discretionary powers, he 
would take section 6 (2) out of the act, and I was endeavouring to ascertain 
how he would put section 6 (2) in legislative form other than by means of 
granting discretion. ‘That in my opinion is a very important question. 

The Cuatrman: That is the most important thing you have brought out, 
is it not, this matter of discretion? 

Mr. Tuorvatpson: Yes, I think it is the most important thing in this 
whole business. In other words, under section 6 (2), the minister can, after 
the returns are in from my business, come along and say that my expenses of 
doing business should be cut down from $20,000 to $5,000. Hence, I am going 
to be taxed on the other $15,000. That is exactly the Wright’s Canadian Ropes 
case. 

Hon. Mr. Crerar: Would that in your opinion go to the extent of leaving 
with the minister the power to determine the amount of expenses which should 
be charged against a given amount of business? 

The CuatrMANn: That is what he is objecting to. 

Hon. Mr. Crerar: That is, would it go to this extent, that the directors 
of the company may say, “We want a good general manager and are willing 
to pay him $20,000.” That goes in as an expense. Could the minister in his 
discretion review the business and say, “for the character of the business you 
are doing and the amount you have done $12,000 is sufficient? 

Mr. THorvatpson: Yes, he has that power. 

Hon. Mr. Crerar: You say he has all that power, Mr. Stikeman? 

Mr. STIKEMAN: Yes. 

Hon. Mr. McRaz: That has been done. 

Mr. StikeMAN: Mr. Thorvaldson, you say you would remove that power 
and put something in its place in legislative form. I say we would be interested 
in knowing how that would be done from a practical point of view. Or if you 
cannot put it in legislative form, it seems to me somebody must have power to 
scrutinize abnormal expenditures. 

Mr. THORVALDSON: Yes. 

The CHatirMAN: Would you put it up to that same commission you are 
suggesting? 

Mr. THorvaupson: No. There is no doubt there must be a review. A 
company can very easily try to be dishonest and say in regard to an employee 
who should only be paid $10,000, ‘‘We are going to pay him a quarter of a 
million dollars’. That of course is an extreme case. I admit there must be a 
review by someone but that review should not be by one person. 

Hon. Mr. Hata: It should be a board independent of the government? 

Mr. THorvaupson: Yes, namely, this board of appeal commissioners that 
we propose. 

Mr. STIKEMAN: You suggest that the discretion in section 6 (2) should be 
reviewable by the courts? 

Mr. Tuorvaupson: No, by the board of tax commissioners. That would 
be one way. 

Mr. STIKEMAN: Would you not necessarily take section 6 (2) out of the 
statute? : 

Mr. TuHorvatpson: No, it could be done by establishing a system of review. 
Then that would be all right. 3 

Hon. Mr. Camppeii: Do you suggest a change of language to express that 
the expenses to be allowed shall be more in accordance with general commercial 
standards? 
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Mr. Tuorvatpson: I think that is approaching what we should have. Then 
this board of commissioners, which would be composed of two business men 
and a judge, would have a fairly good knowledge as to what was the general 
practice and in course of time that board would build up a body both of law 
and fact as to how they should approach these problems. 

Hon. Mr. Campsetu: For the information of the committee, can you briefly 
state the difference between our section and the English section dealing with 
expenses ? 

Mr. StikEmMAN: As I understand it, sir, the English act contains no exact 
counterpart of our section 6 (2), but it does contain a section similar to our 
section 6 (a) that expenses not allowed are those expenses which are not 
wholly and exclusively laid out or expended for the purposes of trade. ‘The 
English taxing authorities use that power to look at an expense and say, “This 
is perhaps abnormal, but it is also abnormal because not laid out for the 
purposes of trade, and therefore we will exclude it.” Our section which goes 
closely parallel to the English is section 6 1 (a), which says that in determining 
taxable income there shall not be allowed expenses not wholly, exclusively 
and necessarily laid out or expended for the purpose of earning the income. 
Our act is narrower. We add the words “necessarily” and use the phrase “for 
the purpose of earning the income”: whereas the English statute says “wholly 
and exclusively’ and uses the phrase “for the purpose of trade’. Therefore 
we have not perhaps the same latitude in applying section (1 (a) that the 
English have in applying their section of the act. Accordingly the tendency 
in the Canadian administration is more often to fall back on section 6 (2), 
which is very wide and purely discretionary. But to answer Senator Campbell’s 
question, the English administration seems to get along very well without any 
such section in their law to my knowledge, speaking from memory, as our 
section 6 (2). } 

Hon. Mr. Hucrssen: But they reach the same result. 

Mr. STIKHMAN: Yes. 

Mr. TuHorvaupson: I think that answer is not complete without saying 
also that the appeal there goes to the special or general commissioners, which 
is an independent body. 

Mr. StikemMAN: Insofar as the statutory requirements are concerned, the 
effect achieved is the same. Then your immediate recourse from the application 
of the statute is different and it is with that I understand you take issue. 

Dealing with your board of tax commissioners, Mr. Thorvaldson, do you 
feel that 1t would be necessary to make public the rulings of the departmental 
officials? Do you not feel that if a board was formed precedents would rapidly 
be built up from decisions of the board of tax commissioners, and departmental 
rulings would become anachronisms and unused? 

Mr. THorvatpson: Yes, I will agree with that. 

Mr. StrkEMAN: Do you also not agree that regulations of the department 
are now wholly published in the Canada Gazette? 

Mr. TuHorvaupson: Yes, I think the publications are published to a 
large extent. I have not stated at any time that they were not. If you know 
that to be a fact I will agree. . 

Mr. StikemMAn: I wondered whether you were drawing a_ distinction 
between rulings and regulations, and requiring that the present rulings be pub- 
lished as are the present regulations. 

Mr. THorvaupson: No, but if we had an independent appeal board there 
would not be the same need for publishing departmental rulings. | 

Mr. STIKEMAN: You state in your brief that certain of the departmental 
rulings are now made public to the Chartered Accountants’ Association. 

Mr. THorRvALDSON: Yes. 
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Mr. StikemMan: I have had no personal experience with the association, 
and I am interested to know whether you have any authority for that statement. 

Mr. THorvaupson: Yes, I have a letter here from a chartered accountant, 
and I wrote back to him asking him to explain further. I have here the second 
letter from the firm of chartered accountants and I will read it to you. It states as 
follows:— 

We have your letter of November 30th in connection with our letter 
written to Mr. Atkinson on November 9. 

We believe our letter stated quite clearly that we have always been 
able to obtain from the local officers of the department particulars of 
any ruling requested. On many instances, we have seen an Inspector of 
the Department and have obtained from him, if available, all the infor- 
mation requested. Our objection on this matter is not that they are not 
available to us on request, but we feel that rulings of general application 
should be made available to interested parties such as public accountants 
without request. 

In other words, they should be published and given to the association. 

Mr. STIKEMAN: Your statement on page 18 of your brief is that a certain 
number of rulings are issued and made available to the Institute of Chartered 
Accountants. 

Mr. THorvatpson: Yes, that is our information. 

. Mr. Strkeman: The letter you have just read indicates that. accountants 
merely have the ruling explained to them by going to the inspector when such 
rulings come to their knowledge. 

Mr. THorRVALDSON: Yes. 

Mr. Stikeman: That is hardly the issuing of rulings to the Institute of 
Chartered Accountants. The reason I raise the question-is that I do not believe 
any official of the department has formal authority to give out a ruling, and if 
rulings do come to the notice of the public they come as applications of the 
general law to the specific case. 

Hon. Mr. Hata: Why should not those rulings be handed out? 

Mr. StrKEMAN: I can hardly give an opinion as to why they are not. The 
reason given is that it is a principle af administration, and the interpretation of 
_ the law changes from time to time with considerable rapidity; therefore, to 
issue a large number of opinions as to the stand the department takes today 
might cause the taxpayers to take certain action, and because of a change in 
ruling it would be rendered ineffectual two weeks hence. 

Hon. Mr. Hate: That is exactly what we are complaining about. 

Mr. Stikeman: That is the reason the rulings are not made public. The 
_ taxpayers should rely on the principles of law rather than on departmental 
attitude of the law. iit 

Hon. Mr. Hare: You have hit the nail right on the head. 

Mr. Strkeman: The department does not want to prejudice the taxpayer 
by reason of any change in rulings. 

The CuarrMan: Does the department make the rulings retroactive if they 
are to the benefit of the taxpayer? 

Mr. StikmmMan: They will— 

Hon. Mr. Campserut: Rulings have no effect on the taxpayer, legal or 
otherwise. The public might confuse them-with their legal rights. 

_ Mr. Strxeman: To publish them would be to rely entirely on the depart- 
- ment’s view of the law, and it might be wrong. 
Hon. Mr. Haig: There might be an appeal, but the fellow who is affected 
by it is gone. | 


30 SPECIAL COMMITTEE 


Mr. StrkemMAN: The average taxpayer who does not know the rulings does — ; 


not act upon them; he acts upon what he thinks is the law, and he is usually 
right. 


Hon. Mr. Lampert: Mr. Chairman, in using the term “the law” do you use 


it in the light of these fortnightly changes in rulings? 

Mr. Strkeman: No, the law is in the statutes—the Income War Tax Act— 
and the cases decided on the statutes in the Canadian courts. The rulings have 
no official force at all; they are internal directions from the Deputy Minister 
to his local inspector as to the department’s version of the law in certain cases. 

Hon. Mr. Hate: May I follow that subject up? The local inspector makes an 
inspection by reason of that direction, and unless a fellow appeals he is stuck 
even if they were wrong in law. 

Mr. Strkpman: Yes. Even if he knew the ruling I doubt if he would be in 
any stronger position to appeal. All the inspector does is apply the rule when 
it is directed to him. 

Hon. Mr. Haia: Yes, but the direction may be wrong in law. 

Mr. STIKEMAN: Yes. | 


Hon. Mr. Lampert: Is it not true that in the whole situation it is difficult — 


to really identify what the law is? 

Mr. SrikeMAN: That is perfectly true; and as Mr. Thorvaldson has said 
if the board was established and gave reasons for its decisions it would quickly 
build up precedents that would clarify the law and make rulings unnecessary. 
I should add, except for the always necessary administrative rulings as to how 
the department is to operate. 

Mr. THorvaupson: I have here the letter to which I was referring. This 
is a letter from a firm of chartered accountants and reads in part as follows:— 


The two sorest points in the income tax laws, apart from rate, are first, 


the number of discretionary powers given the Minister under the Act, 
and secondly, the large number of rulings issued to their assessors which 
are not made available to the public. 

The first point you are aware of and all companies including your 
own, are concerned with it. When making ordinary business decisions, 
you must at all times keep in the back of your mind the discretionary 


powers given the Minister to disallow some expense, either in part or 


wholly. 

The second point concerns all companies also, in that rulings or 
directives which lfave a general application over all business, are given to 
their assessors without being made available to the public. Ft is true 
that you may obtain information on a specific ruling by calling the 
income tax office and giving the specific circumstances. This is, however, 
not entirely satisfactory as it is not always convenient to call the income 
tax department before decisions on any matters are made. 

This latter point has been a sore spot with the chartered acconntenes 
for a great number of years. A certain number of rulings are issued 
and made available to the Institute of Chartered Accountants. We are, 
however, satisfied that for every ruling made available through the In- 
stitute there are at least ten which are not made available, and which 
are applicable to business generally. The whole thing boils down to 
the fact that income tax laws are being administered by a bureau who 
do not make public their method of administration. 


I read that just as an example of a letter from a firm of chartered accountants. 


Mr. SrikemMaANn: I had Mr. Wood of the income tax division, and who is 
here to-day, request from the inspector at Montreal information as to how many 
rulings he issued in a year, and the number of other rulings that were purely 


an 
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administrative. He replied as follows: “I have gone through the rulings of the 
past few years in order to give you an estimate of those issued to the assessors 
of this office. I find that these have been as follows: 


Income Tax E.P.Tax 
Year 1945/46 (Incomplete) 


UT Gamat cartel cre ie eC hs. gees ot 14 
LAS) Eas be ela me Mea tp gs Cae tain iter a i ea Na 88 9 5 
40 19 
1944/45 
PIS ee rennet ger eet av awrrs “ig Sacer 64 17 
116/27 6159 Sal APR a cake aad Uae br eis Neat a at ae Rie eae Pare 14 1 
78 18 
1943/44 
PUNO ean pees Gitte te erie way ae eee, Uae ON AlN Le 33 
TECUECI SG Bere er INT ten i, yee ee he ON. 1G 
84 33 
1942/43 
PLEIN eave et seg tert te cee Ne ge et ae OI Dt ap Sy 68 30 
VT eves PN ns Va Die th eR eee Rar Cio a Oe Oe 2 8 3 
76 oo 


From the above there has been eliminated all rulings which are 
purely administrative and only those dealing with tax assessments have 
been included. 

In view of the above it would seem to be fair to state that an average 
of 100 rulings a year are issued to the district offices. 

The CHatrman: Mr. Stikeman, I wish to refer again to the question I 
asked you a few moments ago. A ruling is made, and under that ruling a 
taxpayer pays a certain amount of tax. Then perhaps within a fortnight another 
ruling is made, and if it had been made in the first: place it would have consider- 
ably reduced the amount of tax the taxpayer would have paid; he may even 
have been paying that amount of income tax for years. Does the department 
as a matter of actual practice, when it finds it has made a wrong ruling which 
results in excessive tax being paid by a taxpayer, go back and reimburse the 
taxpayer for what he has overpaid? 

Mr. StrkeMANn: In my experience in all cases where the department has 
felt that. a taxpayer has been caused to pay an excessive amount of tax because 
of a ruling of the department and not because of the law itself, it has, wherever 
it has come to their knowledge, corrected that ruling sooner or later. If the 
taxpayer finds that he is due for a refund— 

The CHARMAN: He does not find that out; the department finds that 
he is due for a refund. : 

Mr. STIKEMAN: When the department finds that a taxpayer is due for a 
refund as a result of action by the department itself it always makes the refund. 

The CHarrMAN: Are you quite sure of that? 

Mr. STIKEMAN: J cannot think of any instances in my personal experience 

where it has not been done. It is possible that there have been exceptions to 
that practice. 

‘Hon. Mr. ASeLTINE: Supposing he did not pay enough tax? 

The CHAIRMAN: They make him pay. 


/ 
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Hon. Mr. ASELTINE: They assess him, and ask him to pay the balance. | 

Mr. StrkemMan: Yes. The difficulty in that question is that the department 
may not be aware of all the taxpayers who have suffered from that ruling 
until some time later, but when they do become aware of it, in the instances 
that have come before me in my personal experience, I think in every case 
refund was made. 

The CuatrMan: In some cases I suppose it would be quite possible to 
never discover that certain taxpayers have been unjustly charged. , 

Mr. StixkeMAN: Yes, there is, of course, the question of statute bar which 
may operate to preclude the department acting. Mr. Thorvaldson, I am almost 
through. At page 23 of your brief you state, “The apparent breakdown in the 
application of the provisions of the Act to the income of farmers as disclosed 
by statistics published by authority of the Minister of National Revenue is 
another case of inequality.” What do you mean by the words “apparent 
breakdown?” 

Mr. Tuorvaupson: I really mean the breakdown; the word “apparent” is 
not necessary there. , 

Mr. StrxeMAN: You mean that the act has not ‘been applied to farmers? 

Mr. THorvaLpson: We maintain that if the statistics which were published 
by the government all over Canada are correct, then in the years 1936 to 1943 
the act certainly was not applied to farmers. We are not blaming the farmers, 
but simply pointing out this feature. So many people speak of income tax as 
the most equitable tax in the world because it is based on the ability to pay. 
The fact is that when people’s ability to pay is hard to discover, such as farmers, 
truckers and other workers on their own, how are you going to get income tax 
from them? Whereas, income tax bears heavily on wage earners, salaried 
people and people in receipt of dividends and interest whose income is easily 
computable. We are not blaming the Canadian tax laws for that; we simply 
cite that as an example of the fact that it is not true to say that income tax 
is the perfect tax system. 

Mr. STrKEMAN: Have you any suggestions as to how we might be taxed 
in a perfect system? 

Mr. Tuorvaupson: No. The reason we refer to this subject is that there 
are so many people in this country who have desires to eliminate all other 
taxation, and make income tax the sole. tax. We do think the facts of the 
situation ought to be placed before the people so that they may know that 
income tax is not the perfect tax system. 

Mr. StikemMAan: What is the perfect tax system? 

Mr. Tuorvautpson: I do not think there is any. 


Mr. Stikeman: Would you say that the income tax system is the least 
imperfect of any? 


Mr. THorvatpson: I would not want to express an opinion on that. On 
that point, however, I would like to read to the committee the opinion of a 
Massey-Harris implement agent in Crystal City, Manitoba. I have never seen 
the situation resulting from this particular phase of the problem dealt with so 
well as it is in his letter. The situation which he sets out is one that I think 
ought to be made known, and if the committee can spare the time I will read 
the letter. It is dated November 7, 1945, and says:— 


In reply to your letter of Nov. 2, I thought I would drop you a 
line to let you know the attitude the people of the district in general 
are taking toward the income tax. The majority of people here consider 
it an unfair tax. They are laying down on the job so they won’t have 
to pay so much income tax. I believe it is one reason we are short of 
butter and meat. Some farmers sold off the bulk of their milk cows, and 
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went out of hogs. They won’t put in the extra hours milking cows and — 
feeding pigs to pay an extra income tax. A lot of people figure they are 
penalizing the man who works to pay his way, and make something out 
of the country. 

It also keeps capital out of the country, and causes unemployment. 
It is hard to get merchandise now and has been. I believe the manu- 
facturers, and wholesalers will only put out so much. If they put out 
more they get into a higher income tax bracket. So the only thing I can 
see for prosperity is to change the income tax or abolish it, and get a 
fairer tax set up. 

I should add that Crystal City is a rural district in Manitoba. 

Mr. StixeMan: That completes my general questions, Mr. Thorvaldson. 

Hon. Mr. Crerar: When the income tax system was first proposed, none 
of those who advocated it held that it -should be applied to corporate income. 

The CHarrMAN: Are there any further questions? 

Hon Mr. Hata: We should express to Mr. Thorvaldson the thanks of the 
committee for his coming here. 

The CHatrrMAN: Yes. We thank you most cordially, Mr. Thorvaldson, for 
your excellent presentation. I think all members of the committee will agree 
that it has been a great help to us. 

Some Hon. Senators: Hear, hear. 

Hon. Mr. Campseitu: In answer to a question Mr. Thorvaldson said he 
_ thought the act’ should be amended with respect to certain discretionary powers. 
I wonder if he would care to submit a list of those discretionary powers in writ- 
ing? It is very difficult. for a witness to answer a question like that categorically 
without going through the act. I feel that the sections he has referred to require 
some study and possibly some change. I know that other sections vesting dis- 
cretionary powers in the minister are of vital concern to taxpayers, and if Mr. 
Thorvaldson would submit us a memorandum I think it would be proper for us 
to have it placed in the record. 

Hon. Mr. Hucrssmn: I am disposed to agree. Perhaps Mr. Thorvaldson 
would include in his memorandum his suggested amendment of section 6 (1) (n), 
which deals with depreciation. 

_ Mr. THorvaupson: I would have had a list of discretionary powers in 
my submission but for the fact that there is already an easily available list, 
to which I referred. Mr. Stikeman will be able to geet it for the committee. 
It is contained in Mr. Ladner’s article in The Canadian Bar Review. They 
_are all set out there, more than a hundred of them, with their respective sections 
and subsections. I expected that this list would be brought before the 
committee and perhaps put on the record. 

Mr. StikeMAN: That has been done. In his. testimony before the com- 
mittee the Deputy Minister put in a list of the discretionary powers, with a 
breakdown as to their nature. 

Mr. THorvALpson: To carry out the suggestion that you make, Senator 
Campbell, would be a big job. That. is the main job which will face the 
government officials when they come to redraft the income tax act. Certain 
prominent members of the taxation committee of The Candian Bar Association 
have suggested to me that the redrafting of the income tax act is a job 
requiring years. I do not agree with that, but I think it might require weeks 
and months. The task which you have suggested I might do, or even start 
on, is really the kernel of the whole problem. It is a task of draftsmanship 
which is far beyond the ability of one man to do or even to attempt. 
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Hon. Mr. CAMpBELL: I had no thought of suggesting that,you undertake 
a task of that kind. What I had in mind was perhaps you would list a dozen 
- or so discretionary powers and set out the changes you suggest should be made. 

Mr. THorvatpson: Much would depend upon whether the act was to be 
amended to provide for the appeal board that we proposed. Many of these 
discretionary powers would. be all right if they were to be exercised, not by 
the minister, but by an independent tribunal. The whole thing is tied in and 
it is a huge problem. 

Hon. Mr. CamMppetu: You feel you have completed your submission? 

Mr. Tuorvaupson: Yes. We feel that in presenting the general principles 
we have gone as far aS we can go, as a private association. 

The Committee adjourned until Tuesday, April 2, at 10.30 a.m. 
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ORDER OF APPOINTMENT 
(Extracts from the Minutes of Proceedings of the Senate for 19th March, 1946) 


Resolved,—That a Special Committee of the Senate be appointed to 
examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, — 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, and to report thereon; 


(2) That the said Committee be composed of the Honourable Senators 


Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and — 


Vien; 
(3) That the said Committee shall have authority to send for persons, 
papers and records. 


ATTEST: 


L. C. MOYER, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 
Turspay, 2nd April, 1946. 


Pursuant to adjournment and notice the Special Commititee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the improve- 
ment, clarification and simplification of the methods of assessment, collection of 
taxes thereunder and the provisions of the said Acts by redrafting them, if 
necessary, met this day at 10.30 a.m. 

Present: The Honourable W. D. Euler, P.C., Chairman, The Honourable 
Senators Campbell, Crerar, Haig, Hayden, Lambert, Léger, McCrae, 
Robertson and Sinclair—10. 

In attendance: The Official Reporters of the Senate. Mr. H. H. Stikeman, 
Counsel to the Committee. 

Mr. H. H. Stikeman, Counsel to the Committee submitted the following as 
an Appendix to the Proceedings of the Committee, namely, “Income and Excess 
Profits Tax Cases, 1917, to March 1946, arranged, alphabetically and arranged 
according to subject. matter.” 

Mr. H. W. Macdonnell, Legal Secretary, Canadian Manufacturers’ Associa- 
tion, read a brief submitted by the Canadian Manufacturers’ Association, and 
was questioned by counsel. 

Mr. K. L. Carter, Toronto, Ontario, was heard and was questioned by counsel. 


Mr. A. C. Thompson, Legal Department, Canadian Manufacturers’ Associa- 
tion, was heard and was questioned by counsel. 


Mr. Basil Wood, Chief Examiner of Income Tax, Taxation Division, Depart- 
ment of National Revenue, was heard. 

At 12.30 p.m., the Committee adjourned until 10.30 a.m., Wednesday, April 
ord, instant. 


ATTEST: 


R. LAROSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


THE SENATE 


Tuespay, April 2, 1946. 


The Special Committee of the Senate to consider the provisions and workings 


of the Income War Tax Act, etc., resumed this day at 10.30 a.m. 


Hon, Mr. Ever in the chair. 


The CHatrMAN: Gentlemen, we have present this morning representatives 
of the Canadian Manufacturers’ Association: Mr. H. W. Macdonnell and Mr. 
A. C. Thompson, both of the Legal Division of the Association; Mr. John 
Whitelaw, K.C., of the Quebec Division and Mr. K. L. Carter, the fourth member 
of the Association’s committee. I will call first on Mr. Macdonnell to present 
the brief. I believe it is understood that when questions are asked afterwards by 
Mr. Stikeman, they will be answered by Mr. Whitelaw and Mr. Carter in most 
cases. 


Mr. H. W. Macponnetu, Legal Division, Canadian Manufacturers’ Associa- 
tion: Mr. Chairman, honourable members of the Committee: 

The Canadian Manufacturers’ Association welcomes the opportunity provided 
by the setting up of this Special Committee of the Senate to present its views on 
the provisions and working of the Income War Tax Act and the Excess Profits 
Tax Act. There is no group in the nation that is more vitally interested than 
the 5,500 members of this Association (who represent some 80 per cent of the 
industrial production of the country), in seeing these two major taxing instru- 
ments overhauled in the light of an experience that now extends over nearly 
thirty years and of the present-day revenue needs of the nation. The first ob- 
jective, it is assumed, is a maximum of “efficiency” in the broad sense of “skill in 
collecting a given amount of revenue with the least possible burden on the national 
income.” But there is a secondary objective whose importance must not be 
overlooked, viz. that the methods of assessment and collection of taxes under these 
two Acts should be clarified and simplified, and speeded up to the greatest extent 
possible. When the amount of taxation was small, its “efficiency” and the 
mechanics of assessing and collecting it were not matters of major importance. 
Now, however, that so large a part of the gross earnings of industry is taken in 
taxes, it is most desirable that taxpayers should have every assurance that the 
taxes themselves are equitable and “efficient” and that the taking is done in 
the most efficient and equitable manner possible. The criticisms and proposals 
for amendment which follow should not be taken as implying that the Association 
is without appreciation of the way in which the Department has discharged a 
task which, never a light one, assumed during the war years an unprecedented 
magnitude and complexity. 


Tue Excess Prorits Tax Act 


In view of the fact that the Excess Profits Tax Act was definitely a war 
measure and that the announced policy of the present Government is to repeal 
it at an early date, it does not appear necessary to offer detailed criticisms of 


| either its incidence or the mechanics of assessing and collecting it. Suffice it to 
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say that the 5,500 members of the Association are unanimously of the opinion 
that it encourages wastefulness, and puts a premium on inefficiency, and while 
justifiable as a war measure, is a serious obstacle in the way of reconversion to 
peace-time production and industrial expansion. | 


IncoME War Tax AcT 


(1) Elimination of Double Taxation of Corporate Earnings 


It is submitted that the double taxation of corporate earnings is unsound 
and should be eliminated. The Rowell-Sirois Royal Commission pointed out that 
as corporation net income belongs to the shareholders, a flat-rate tax on such 
income (which is not permitted as a deduction from the income tax of the 
individual shareholders) is both discriminatory between different classes of assets 
(e.g. as between bonds and stocks) and according to progressive income tax 
principles (i.e. taking a larger percentage of a high income than of a low income), 
inequitable as between different levels of income. The special taxation on cor- 
porate profits, the Commission goes on to point out, may have a significant effect 
on investment, and from the point of view of the individual investor may be 
sufficient to tilt the balance in favour of hoarding or of bond investment as com- 
pared with the investment in equities, or to influence a company promoter to 
bond his company to the limit rather than to finance by common stock. It is 
submitted that the Commission was right in holding that the bonded debt type 
of capital structure is hardly deserving of the encouragement which the Canadian 
taxation system extends to it, among other reasons because “the heavy fixed 
charges which it involves imports a rigidity into the national economy which may 
be dangerous in times of depression.” A further marked anomaly is the penaliz- 
ing (by reason of the double taxation of corporate earnings) of corporate organl- 
zations as contrasted with partnerships and individual enterprises on the one 
hand, and publicly-owned enterprises and such organizations as co-operatives 
on the other hand. a 

It is submitted that instead of discouraging and penalizing corporate organi- 
zation, taxation policy should be directed to encouraging it at a time like the 
present when it is essential that there should be the greatest possible expansion 
of enterprise and employment. While it may not be wise to abolish entirely the 
taxation of corporation net earnings, among other reasons because it ensures 
that non-residents of Canada do not escape a rate of tax appropriate to direct 
investment, both equity and sound public policy require that a credit should be 
allowed to the individual shareholder of the tax paid by the corporation. This, 
as is well-known, is the law in Great Britain. It is further submitted that such 
a credit would not reduce the revenue by nearly as much as the yield of the 
present Canadian corporation tax, by reason of the fact that the profits not paid 
out in dividends would still be subject. to corporation tax, and the fact that the 
dividends paid to shareholders would be deemed to include the tax paid by the 
corporation and thus would be higher than they are under the present system, 
which would mean that there would be an increase in the total amount of personal 
income tax. 


(2) Discretionary Powers of the Minister 

One of the most striking features of the Income War Tax Act is the number 
of cases in which, in the determination of income taxes on corporation profits, 
the decision on vital points is left to the Minister. In the sections of the Income 
War Tax Act and the Excess Profits Tax Act with the accompanying schedules, 
relating to corporations, there are some 60 references to the Minister’s discretion 
or opinion. The Minister delegates his authority to the Commissioner. The 
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Commissioner then advises the various income tax inspectors throughout the 
country how he proposes to exercise the discretion given under the various pro- 
visions. This advice to the local inspectors is not available to the taxpayer. 

In discussing this question before this Committee, the Commissioner referred 
to the rules laid down by the Courts for the exercise of discretionary powers and 
pointed out that one of them is that “the discretion must actually be exercised in 
every individual case—and it cannot be exercised by merely making a general 
ruling which would be applicable in all cases, although that may be used up to © 
the point of confirmation in the particular case in active dispute.” The Commis- 
sioner went on to cite as an example of compliance with this principle the practice 
of the Department in laying down “such general rules as that 10 per cent 
depreciation will be allowed on machinery or that a certain maximum depreciation 
will be allowed on automobiles, but reserving the right to fix different rates if 
the particular circumstances warrant it”. It is our submission that if such 
general rules or guides can be laid down and made known to the taxpayer in 
some cases, they should be laid down and made known to the taxpayer in all 
cases, unless some very good reason can be shown for not doing so. It is to be 
noted that in the case of the Excess Profits Tax Act, the Department has 
recognized the taxpayers’ need for some official interpretation of the Act and 
for enlightenment as to how the Minister proposes to exercise his discretion in 
certain cases, for an explanatory brochure was issued at the inception of the 
Act and later brought up-to-date. If an explanatory brochure on the Excess 
Profits Tax Act, why not on the Income War Tax Act! While it may be 
unreasonable to suggest that the Commissioner should be required to interpret 
the law for the benefit of taxpayers, a taxpayer should be entitled to information 
as to how discretionary powers are to be exercised. There are many points on 
which no such information has been given taxpayers, including the following:— 

Sections of the Income War Tax Act— 

Section 5 (b) Reasonable rate of interest on borrowed capital. 

Section 6 (d) Amounts transferred to reserve for bad debts. 

Section 6 (2) Reasonable or normal expenses of a business. 

Section 6 (4) and (5) Apportionment of expense between earned and 
investment income and between taxable and non-taxable income. 

Section 6 (3) How will salaries, wages, etc., be examined as to 
whether or not they are commensurate with the services rendered? 

Section 13 Accumulation of company’s profits in excess of what is 
reasonably required for purposes of the business. 


~ While the adoption of the above proposal would in our view markedly 
improve the administration of the Act, from the point of view of taxpayers, it is 
submitted that what is really required is a much more drastic amendment. It is 
admitted that in the interests of speedy and efficient administration, it is essential 
that the decision of many points should be left to someone’s discretion. It is 
submitted, however, that the discretion should be vested not in an individual 
official, least of all a member of the administrative staff, but in an independent 
tribunal. Such a tribunal would stand in the same relation to the Minister as 
the Board of Referees which functions in connection with the Excess Profits Tax 
Act. It remains to add that, as has been urged above in connection with the 
discretion at present exercised by the Commissioner of Income Tax, information 
should be made available by such tribunal to taxpayers as to the way in which 
it proposes to exercise its discretion. 
(3) Publication of Orders and Rulings 
Following upon what has been said about informing taxpayers as to how 


discretionary powers are to be exercised, it is submitted that the practice should 
be adopted of publishing all orders, regulations and rulings, made under authority 
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of the Act, as is done in the United Kingdom and the United States. It is 
interesting in this connection to note that an American authority in commenting _ 
on the administration of the Canadian Income Tax Act, expressed the view that _ 
“the Canadian system of unpublished special rulings is not as satisfactory as ~ “4 
the system of published regulations and rulings in the United States”. There 
is the best of authority for the principle that it is just as important that the 
law should be known as that the law should be just, and if the many orders, 
regulations and rulings which are inevitably made in administering such a 
statute, are not disclosed to the taxpayer, he cannot know fully what the law 
is nor can he have any assurance that the same treatment is being meted out to 
him as to other taxpayers. Such a situation inevitably gives rise to uneasiness 
and suspicion, which it should be one of the first pre-occupations of the draftsmen 
and administrators of a taxing statute at all costs to avoid. : 


(4) Amendment of Existing Appeal Provisions “5 

Under the present appeal provisions, the taxpayer’s initial appeal from the 
assessment is dealt with by the same official who is responsible for the assessment 
itself, namely, the Commissioner. If the taxpayer is dissatisfied and files a 
“Notice of Dissatisfaction” the “Reply of the Minister” which he receives is 
presumably prepared by the same official, namely, the Commissioner. If the 
taxpayer is still dissatisfied, he must appeal to the Exchequer Court and provide 
security of $400; and from the Exchequer Court, appeals may be taken to the 
Supreme Court of Canada, and from there to the Judicial Committee of the“ 
Privy Council. It is not too much to say that the prospect is not-a very : 
encouraging one for a taxpayer who is dissatisfied with the interpretation which _ 
is put on the law by the Department. If the amount involved is not very great, 
the taxpayer is apt to feel that having regard to the expense involved, the length 
of purse of the Crown, and the uncertainty of the outcome, “the game is not 
worth the candle”. Further, there is reason to believe that the policy of the 
Department over the years has been, as far as possible, definitely to discourage — 
appeals. In these circumstances, Canadian taxpayers find themselves obliged 
in many cases to turn for interpretations of Canadian law to cases decided by 
the Courts of other countries under their Statutes where these bear a resemblance 
to the Canadian legislation. 

Unsatisfactory as this situation was at a time when the rates of tax were 
low, it is infinitely more undesirable with rates of tax at their present high level. 
There is reason to believe that increasingly, because of the large amounts 
involved, taxpayers will not be satisfied to accept the decision of a single 
individual, and there will be a growing disposition on the part of large corporations 
to appeal to the Courts. It is unsatisfactory, however, it is submitted, that 
taxpayers should be driven to litigate, among other reasons, because litigation is 
a luxury which the small man or the small company cannot afford. 

It is respectfully suggested that there should be set up Regional Boards or 
a Travelling Board, say, of three persons, to receive “Notices of Dissatisfaction”, 
as provided for in Section 60 of the Act, and to hold hearings and rule on the 
facts set before them. Their jurisdiction would include authority to review any 
direction or decision of the Minister or of the tribunal to which it has been 
proposed above should be delegated the authority to exercise the discretions 
which at present are exercised by the Minister. The members of the Board 
or Boards should be persons skilled in the law and in accounts, who are entirely 
independent of the Income Tax Department. They should operate without cost 
to taxpayers, and without the taxpayer being required to give security. From 
the rulings of the Board or Boards, there should, it is submitted, be the usual — 
right of appeal and in the event of an appeal being taken by the Department 
to the Privy Council, the entire costs should be paid by the Department, regard- 
less of the result of the appeal. 
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In view of the long English experience in Income Tax administration, the 
appeal procedure under the United Kingdom Act is of interest. It may be 


- summarized as follows:— 


Appeals against assessments are normally heard by bodies known as 
General Commissioners which are appointed for different Divisions covering 
the whole of England, Scotland and Wales. They are local men of standing in 
the District, and they are unpaid; their justice has been described as “both 
rough and ready”, but taken as a whole, it is said to be justice with a common- 
sense basis. There are, however, certain cases where persons assessed may 
elect to have their appeal brought before the Special Commissioners, a small 
body of whole-time officials, usually barristers, whose functions extend over the 
whole country; they have an office in London but they also sit elsewhere, as 
occasion demands. 

When either of the above appellate bodies has given a decision in a 
particular appeal, it can only be challenged on a point of law, in which case it 
goes forward to the Court of King’s Bench, Court of Appeal, and finally to the 
House of Lords. 

It is to be noted that the Board of Inland Revenue which is the adminis- 
trative body, provides what might be called real specialists among the experts. 
They are said to be very approachable and it is sometimes possible to get a 
favourable decision from them against their own inspectors of taxes without 
the necessity of going to the General or Special Commissioners for a final 
hearing of the appeal. : 

Finally, it is to be noted that there are no costs on an appeal to the 
Commissioners unless the appellant cares to incur them by being represented 
as he may be by a barrister, solicitor or accountant. 


(5) Accepted Accounting Practice Should be Followed 


It is submitted that in the determination of taxable income and deductible 
profits, accepted accounting practice should be followed. The present situation 
is that while accounting practice has developed and changed to a considerable 
extent over the years, the provisions of the Act (which, be it noted, is patterned 
after the British Act which goes back 150 years) have remained for the most 
part unchanged, and therefore are out of line with present-day practices. An 
example of what is meant is the recent decision in Trapp v. Minister of National 
Revenue (1946) Canada Tax Cases, 30. In this case, mortgage interest not paid 
during the taxation year was deducted as an expense on an accrual basis, but 
the Court disallowed it because under the relevant provisions of the Act, the 
taxpayer had no right to claim a deduction unless the money had actually been 
paid out. If the regular accounting practice of determining profits, where 
income and/or expenses have been on an accrual basis, is not to be allowed, it 
would mean chaos in business accounting. 

It is submitted that there is pressing need for provisions of the Statute 
which like those on the basis of which the Trapp decision was made, run counter 
to modern accepted accounting practice, to be amended in order to bring them 
in line with such practice. 


(6) Additional Recommendations | 


(1) Limitation of interest charged on underpayment of tax. It is sub- 
mitted that it is inequitable to charge interest on underpayments of tax during 
the whole period between the filing of the return and the making of the assess- 
ment, regardless of its length, in view of the fact that the making of the 


- assessment is entirely in the hands of the Department. It is respectfully pro- 
- posed that interest should not be charged for more than one year from the 


filing of the return or until the making of the assessments whichever date is 
the earlier. 


40 SPECIAL COMMITTEE Me 


f 


(2) Re-opening of Assessments. It is submitted that the taxpayer is 


entitled to have some protection against the re-opening of assessments. It is 
therefore proposed that the Act should contain a provision that assessments are 


not to be re-opened, after 3 years from the due date of filing the return, cases 


of fraud only éxcepted. 


(3) Decentralization of Administration. It is submitted that in the inter- 
ests of giving better service to taxpayers living at great distances from Ottawa, 
and more speedy administration generally, it is desirable that local income tax 
officers should be given greater power than at present. This might be more 
practicable if effect were given to some of the foregoing recommendations with 
respect to the exercise of the many discretions given by the Act and the publi- 
cation of rulings. 


(4) Income Tax Department Personnel. The Association has taken note 
of the evidence of the Deputy Minister of National Revenue on the difficulty of 
retaining senior personnel such as lawyers and chartered accountants by reason 
of the higher remuneration offered by private business, and urges that the 
Department should be given a sufficient budget to enable it to secure the kind 
of staff needed for this all-important national work. 


The Cuamrman: Mr. Macdonnell, towards the end of your brief you speak 
of the Deputy Minister of National Revenue, although throughout the other part 
of it you speak of the Commissioner. They are one and the same person. 

Mr. MacponNELL: Quite so. 


The CHatrrman: Mr. Stikeman, would you proceed with the questions as 
they may occur to you? 

Mr. StixemMAn: I should like to ask the witness whether the majority of the 
members of his association, which he says number 5,500, have seen or approved 
this brief. : 

Mr. Macponneuu: Mr. Chairman, this is the way the association functions 
in matters of this kind. There are five divisions, in the west with British 
Columbia, then the prairie division, the Ontario division, the Quebec division and 
finally the maritimes division. A question of this kind is referred to the various 
divisions for their views, then those views are digested and classified by our 
central legislative committee, which delegates to a sub-committee the preparation 
of the brief. That roughly is the way it is done. 


Mr. STIKEMAN: It can be said then that the ideas in the brief are approved 
generally by all the members of the association? 


Mr. MacpoNNELL: Yes. 


Mr. StrkeMAN: Under the Excess Profits Tax Act section on the first page 
you pass over the subject rather rapidly, but towards the end you make one state- 
ment: “That the 5,500 members of the association are unanimously of the 
opinion that it encourages wastefulness, and puts a premium on inefficiency.” 
Why are they of that opinion? Have you any particular instances that you 
can give us? 

Mr. Macponneuu: No, I do not know that I can give you any particular 
instances. ‘The general idea is that whereas ordinarily you try to keep down 
_ expenses because you want to get your net income up, now, because you know 
the greater part of your profit is going to be taken in taxation, you are becoming 
careless about expenses. 

Hon. Mr. Haypen: You mean if you are contemplating expenses that are 
somewhat out of line, and you realize that they are not coming out of your 
pocket, you may have a different idea in regard to them? 


Mr. MaAcponneLui: Yes. 
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The CuatrMAN: Your ordinary expenditure on advertising, let us say, might 
be $10,000, but with the excess profits tax in your mind, you would feel that you 
might as well spend $15,000: or $20,000? 

Mr. MaAcponNELL: Yes. 

Mr. StikeMaAN: There is no significance in the statement that the admini- 
stration of the Act tends to inefficiency? 

Mr. MacponneEuu: No. 

Hon. Mr. Hara: Take General Motors, about three years ago they ran four- 
page advertisements in the magazines, and those advertisements cost them some- 
thing more than fifty cents apiece, yet at that time they had no cars or trucks 
to sell. All the other motor companies followed the same practice. 

The CuatrMAn: Take another example, the breweries and distilleries. They 


_ cannot advertise their wares, but they take full-page space to advertise something 


which is not at all related to their activities. At the end you find the announce- 
ment, “This advertisement is sponsored by so-and-so.” 

Hon. Mr. Harta: The O’Keefe Company, for instance. 

The CHarrMAN: Yes. I suppose they can charge that against their profits. 
Hon. Mr. Haypren: That is a sure sign that they are in the excess profits 
class. 

Mr. StrxeMAN: Speaking from memory, I believe some limitation was put on 
advertising expenditures. 

Hon. Mr. Hara: Compared with what they expended before the war; that is 
all. But before the war the advertising was justified because the motor com- 


- panies had cars and trucks to sell. 


Mr. Strkeman: Mr. Macdonnell, you state under your income war tax 
section in the first paragraph in the left-hand column of page 1 that the present 
method of taxing the incomes of corporations and individual shareholders is 


“both discriminatory between different classes of assets (e.g. as between bonds 
fa) 


and stocks) and according to progressive income tax principles.” Do I gather 
from that that you mean because bond interest is deductable there is a tendency 
to finance by borrowed money, a tendency which is increasing? 

Mr. MacponNnNELu: Yes. 

Mr. Stixeman: When you use the word “discriminatory” you mean: really 
that there is a premium placed upon the financing by borrowed money rather 
than by invested capital? 

Mr. MacponnELL: Yes. 

The CHAIRMAN: You mean, for example, that bond interest can be charged 
against expenses and not be taxable, whereas dividends on capital stock would be 
taxable? 

Mr. MacponNNELL: Yes. 

Mr. Strkeman: As an association have you found much evidence of that 
tendency increasing? 

Mr. Macponneuu: I think so, yes. 

Hon. Mr. Campsetu: Mr. Macdonnell, is it not reasonable to suggest that 
that tendency is increasing because the borrowing rate on debentures and bonds 
is lower than the rate on deferred shares, rather than because of any attempt by 
the taxpayer to get the benefit of a reduction in taxation? 

The CuatrMAN: There is something in that. 

Mr. Macponne.u: I would like to ask Mr. Carter to answer that question, 
Mr. Chairman. 

Mr. Carter: Mr. Chairman, I think there are different forces that operate 
when a company comes to consider which way it should finance. All we can say 
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in this submission is that there is a considerable premium placed upon financing 
by bonds, in.that the net amount of taxes borne by the shareholders or the owners 
of the company would be less in these circumstances and that it might be taken 
into consideration. It is quite true there are other forces which offset that. 


Mr. StrkemMan: Such as excess profits tax. 
Mr. Carrer: Yes, and many other forces. 


Mr. StikeMAN: But in the majority of cases where companies finance by 
bonds you find by and large that the desire to deduct bond interest outweighs 
any fear of losing the capital employed? 

Mr. Carter: It comes under the Income War Tax Act. We are not con- 
cerned with standard profits. 


Mr. StrkeMAN: But it would be subject to the same statute, because it 
would appear their bonded financing might deprive them of some future benefit 
under the statute. 


Mr. Carrer: I think that under war conditions one might offset the other. 

Mr. STrKEMAN: So you would say that there is an increase despite the limit- 
ing factors? 

Mr. Carrer: Yes. And as to the progressive income tax principles, I think 
we might refer to a section of the Rowell-Sirois Report which points out that 
the defective corporation tax tends to level out the tax on all the shareholders, 
so that the poor man is taxed as well as the rich man. 


Mr. STIKEMAN: I wish you would explain to the committee how a corporation 
shareholder is penalized by reason of double taxation as compared with a partner 
in an individual enterprise. 

Mr. Carter: In the case of partnerships, the profits are taxed as though they 
are all received by the owners of the business; so leaving out of consideration 
the excess profits tax, if any, there is only one tax, namely, that on the income 
of the individual. In the case of the corporation there is first of all the corpor- 
ation tax levied, and then when the profits are distributed, either that year or 
later on or upon the ultimate liquidation of the company, they are again taxed 
as income of the individual shareholders. I think this shows a serious discrimi- 
nation against the owner of the corporatin shares. 


Hon, Mr. Campsett: May I ask you a question there? Is it not true that 


people who set out to develop a business to-day can do it much better under a 
corporation than under a partnership, by reason of the fact that the taxes im- 
posed on individual partners are so great as almost to amount to confiscation of 
their earnings after they reach a certain point, whereas a corporation, aside 
from the excess profits tax, is taxed at a much lower rate? 


Mr. Carter: Yes, Senator, in that a corporation is often able to create what 


is called a tax pocket, in the hope that the tax will be lower later on. Of course, 
that may prove to be a delusion. 

Hon. Mr. Haypen: We hope not. 

Hon. Mr. Camppetu: To-day a person whose business is expanding and who 
formerly would have set out to develop it under a partnership, is almost forced 
to develop it through a corporation, in order to have his surplus funds available 
fr expansion? 

Mr. Carter: That is right. But I think in doing that he hopes for another 
bit of legislation, perhaps ten years hence, which will help him out of his troubles. 

Hon. Mr. Campseitu: The point you make is that if this double taxation 
continues he may some day reach the position where his business is in jeopardy 
on account of it? 


Mr. Carter: That is it. 
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Mr. StrkeMAN: Are you advocating that the corporation be taxed in the 
same manner as the partnership and the individual? 


Mr. Carter: No, not at all. I think that would be quite impossible. If one 
did that, it seems to me shareholders would be required to pay taxes on income 
they did not receive, and that would be so destructive that a corporation could 
not expand. The Association’s opinion is that the proper principle is to tax 
corporations and then to gross up the shareholders’ income and to allow share- 
holders credit for the corporation tax. 


The CuatrMaAn: That used to be the practice some twenty years ago. Is 
that not so, Mr. Stikeman? 

Mr. STIKEMAN: Yes. 

Mr. Carter: I think it was changed in 1926. 

Mr. STIKEMAN: Coming to that section of your brief headed “Discretionary 
Powers of the Minister”, I see that you say, on the second page, that an explana- 
tory brochure was issued at the inception of the Excess Profits Tax Act and 
later brought up to date. Is it net a fact that that explanatory brochure was 
dropped some few years after it had been brought out and: that it caused 
considerable embarrassment to taxpayers and the department? 

Mr. Tuomrson: They brought out the original brochure, then brought it up 
to date a year or so later, and afterwards dropped it. 

Hon. Mr. Hata: Why did they drop it? 

Mr. Carter: Because the Act was continually being changed. The depart- 
ment will have to answer any question as to why the Act was changed. 

Mr. StrkeMan: Do you consider that the brochure should have been revised 
each time the Act was revised? 

Mr. Carter: Most certainly. That is one of our submissions. 

Hon. Mr. Hata: I suggest that the Act was changed because the Department 
was caught in its own rulings. Every time that happens to the department it 
comes around with an amendment to the Act in order to beat the court. 

Hon. Mr. Camrsett: Would you not suggest that instead of having a 
brochure to interpret the Act, that the statute itself should contain the 
interpretations? 

Mr. THomeson: I think that would not be possible. The Act could not be 
made so clear that no instructions would be needed. There was no reason why 
the brochure in regard to The Excess Profits Act should not have been continued 
and revised to conform with decisions handed down by the courts. - 


Hon. Mr. Hate: Every law on the Statute Book is subject to interpretation. 
The law on any subject is the relevant statute plus judicial decisions. Why 
should the income tax law be different from any other in that respect? 


Mr. THompson: There have not been enough cases before the courts. 


Mr. MacponneEuu: Our feeling is, gentlemen, that that is due to the nature 
of the appeal provisions and the way they have been discouraged; and the fact 
is that there have been very few of them and that a body of case law has not 
been built up. 


Hon. Mr. Hata: But if the appeal procedure was made simple and fair and 
inexpensive, would there not be appeals then? 
. Mr. MacponnELu: Quite so. I think I am right in saying that it was one 
of the boasts of Mr. Breadner, the famous Commissioner of some years ago, 
that there never had been an appeal, and that was a record that he was concerned 
to preserve. He did not like appeals. I suggest that that tradition has rather 
been adhered to. 


Hon. Mr. Haypren: The law is much more flexible without appeals, of course. 
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Hon. Mr. Hate: It is all in the hands of the officials. 

Mr. Stikeman: Could you tell us how many cases have been taken to court 
since 1917, Mr. Macdonnell? 

Hon. Mr. Haypen: I do not think the number would be in the hundreds, 
would it? 

Mr. MacponneELu: We had some figures on that. You mean appeals by 
corporations? 

Mr. Strxeman: No; all appeals. 

Mr. MacponnE.u: I am sorry, I have not got that figure. 

Mr. SrtikEMAN: We have put before the committee this morning a list of 
all the income tax appeals before the courts in Canada and the Privy Council 
since 1917. I think there are about 121. We have two lists here, one arranged 
by subject matter and the other arranged alphabetically. There are not enough 
copies to be distributed among all members of the committee, so the lists are 
being placed in the record. (See appendix.) 

Then on page 2 of your brief, Mr. Macdonnell, you say:— 

It is submitted, however, that the discretion should be vested not in 
an individual official, least of all a member of the administrative staff, 
but in an independent tribunal. Such a tribunal would stand in the same 
relation to the Minister as the Board of Referees which functions in 
connection with the Excess Profits Tax Act. 

When you say the tribunal should be independent, how independent do you 
mean it should be? 

Mr. Carter: We believe that it should not come under the surveillance of 
the Deputy Minister for Taxation. The board might be appointed by the 
Minister and be responsible to the Minister. 

Mr. StikEMAN: You feel that it should be similar to the Board of Referees 
as an advisory body to the Minister? 

Mr. Carrer: Yes, I think that states it fairly well. We feel that it should 
be a board to which both the assessor and the taxpayer should go in all matters 
of discretion. 

Mr. STIKEMAN: Without-having to go through the taxing department in order 
to get through? 

Mr. Carter: Yes, we do not think the discretion should be exercisable by 
the taxation department without reference to an independent board. 

Hon. Mr. Haypen: Is that clear? You would go to the board in order to — 
deal with some exercise of discretion. First of all there has got to be an exer- 
cise of discretion leading to an assessment. When an assessment has been made 
involving an exercise of discretion, you want a board to which the taxpayer can 
appeal, a board with some independence? 

Mr. Carter: No, that is not correct. We feel that there should be regional 
boards, and that whenever a matter of discretion arises, even in the simplest 
assessments, that before an assessor can say that bad debts or this and that 
will be disallowed he must go to the board, which would be a very informal 
body. We do not wish it to be a court whose findings are published. 

Hon. Mr. Haypen: After the assessor makes a ruling, that should be 
subject to review by this board, is that it? 

Mr. Carter: No. It is our view that if the assessor wishes to exercise his 
discretion he must go to the board; and at the same time the taxpayer should 
appear before the board. The whole thing could be very informal. We submit , 
that it is no more the right of the assessor to exercise discretion than it is the 
right of the taxpayer. | 

The CuHarrRMAN: Somebody would have to appoint the board, so it could 
not be entirely independent. In your opinion, who should appoint the board? 
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Mr. Carter: It should be independent of the Deputy Minister. We think 
the Minister should make the appointment. 

The CHairMAN: If you leave it to the Minister, that in fact means the 
Deputy Minister. 

Mr. Carter: No, no more than in the case of the Board of Referees. That 
board is independent of the Deputy Minister. . 

The CHarrMAN: Who appoints it? 

Mr. Carter: It is appointed by Order in Council. 

The CHAatmrRMAN: The Order in Council is passed on the recommendation of 
the Minister, who is advised by his Deputy. 

Hon. Mr. CampsBetu: Not necessarily. 

The CHatrMAN: Not necessarily, but practically. I have been there. 


Hon, Mr. Haypen: Even though the Deputy Minister suggests persons for 
appointment, those persons could be independent. 


The CHAIRMAN: I agree with that, but I am saying that no board could 
be entirely independent, because its members will have to be appointed by 
some one in the department, through Order in Council. 


_ Mr. Carter: We believe that the principle behind the appointment of a 
Board of Referees in connection with the Excess Profits Tax Act is a sound one, 
and that a similar board should be appointed to review the exercise of dis- 
cretion under the Income War Tax Act. 


Mr. StikpmMan: May I suggest that in exercising his discretion under the 
Excess Profits Tax Act the Deputy Minister determines in the first instance 
who shall go before the Board of Referees? 


Mr. Carter: He does in the case of depressed businesses, but not in 
the case of new businesses. 


Mr. STIKEMAN: Do you consider that he should retain a similar power to 
exercise discretion under the Income War Tax Act, if the board that you suggest 
is appointed? 

Mr. Carter: No; we suggest that he should have no right to exercise 
discretion at all. The Act should be changed, we think, to give the discretion 
to a board. 

Mr. STIKEMAN: So by an independent tribunal you mean a tribunal inde- 
pendent in every sense, administratively and otherwise, of the Deputy Minister 
of National Revenue for Taxation? 

Mr. Carter: Yes. We believe that in exercising discretion he takes unto 
himself the functions of a judge, and that he should not be both an assessor 
and a judge. 

Hon. Mr. Hata: May I ask a question there, Mr. Carter? Why would it 
not be better to have the assessor, say in Winnipeg, make the assessment? I take 
this as an example because I know Winnipeg. Suppose I am dissatisfied with his 
assessment, I can appeal to this independent board. The board would then render 
judgement on the assessment that would throw it out, endorse it or cut it down. 
From then on, as I follow your brief, there would be an appeal. You are simply 
putting in three men in twenty offices in Canada to take the place of the Deputy 
Minister. 

Mr. Carter: Yes. 


Hon. Mr. Hara: They would be right in the office there and operate all the 
machinery. It seems to me the tendency would be just exactly the same there, 
as it is with the Deputy Minister today. Let me give you an illustration. Under 
the Mobilization Act the government during the war set up in each military 
district a tribunal consisting of a judge and two or three advisers, independent 
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persons. A man could accept his call at once or apply to this board for adjudi- 
cation as to whether or not he came within the act. Then there was an appeal 
from the decision of that tribunal to the board at Ottawa. Very few appeals 
were ever taken to Ottawa. But when the military district decided to call, say 
John Smith, and he was dissatisfied with that call, he went to that board. It 
seems to me that would be better than the way you suggest. 

Mr. Carrer: I think your illustration is not altogether analogous. You are 
referring to a wartime measure. 

Hon. Mr. Hata: Yes, 

Mr, Carrer: It would seem to us that the primary job of the Income Tax 
Department should be the assessing and collecting of taxes. But when there 
is a matter such as that of determining whether the return is properly made out, 
- our association believes that that should not be the function of the man whom you 
are dealing with as your opposite number in your return; that should be some- 
body else outside the department who is in a more judicial relationship with 
the taxpayer. I do not know that we feel very strongly on that point. Probably 
the appeal provisions might operate satisfactorily. 

Hon. Mr. Haig: You are the first people to suggest that, and that is why I 
put the question. 

Mr: Carrer: Yes. 3 

Mr. THompson: Might I add a word? The Deputy Minister now has to 
instruct, and does instruct, the assessors as to how they shall exercise the 
Minister’s discretion. We would have this board instruct the assessors and 
inform the taxpayers how these diseretions shall be exercised. 

The CuarrMAn: But if you had different boards throughout the country 
how could you be certain that they would issue similar instructions? 


Mr. THompson: They would have to be co-ordinated, to be really one board» 


delegating their powers as the Minister now does. They could in fact delegate 
their powers to the assessors, but I do not know that we would want this. If it 
was laid down as a guide how the discretion should be exercised, the assessor could 
in many cases satisfy the taxpayer. They would get together and the taxpayer 
“would not have to go to the board, because he would know that the board would 
do exactly as the assessor had done. 

Hon. Mr. Haypen: Why should not the assessors make the assessment? 
Then if in arriving at an assessment, an assesor has exercised any discretion 


against a taxpayer, which the taxpayer thinks unfair to him, let the board review — 


the matter instead of having the taxpayer go to the Minister? The complaint 
of many who come here is that in these appeals it is the Deputy Minister speak- 
ing again. 

Mr. THomrson: We feel that where the assessor has to exercise discretion 
he does so under instructions from the Deputy Munister. 

Hon. Mr. Haypen: As long as the taxpayer has an independent place where 
he can have that discretion reviewed he is protected. He has no independent 
place to go to now. : 

Mr. THompson: No. 

Mr. Macponnetu: Would there not be an advantage, as Mr. Thompson 
says, in having some information given the taxpayer as to how this discretion is 
going to be exercised? Our submission is that the person who should decide 
how it should be exercised, and give this information to the taxpayer, should not 
be an administrative official, but an independent tribunal which would be judicial 
in character. 


a ee eae 


TAXATION 47 


Hon. Mr. Haypren: I think your board would be more independent if it 


functions after the assessment is made. In arriving at the assessment they would 


get wrapped up in the administrative machinery and would be dealing too much 
with the assessors before the assessment is made. I would rather have the board 
deal with the problem after the assessor has exhausted his authority. 

Mr. Carrer: ‘The exercise of discretion is something which should be 
properly handled without publicity; only in the cases appealed should there be 
publicity. Furthermore, we find that different skills are required in dealing 
with the exercise of discretion. We feel that the discretionary board should be 


more readily get-at-able and informal than an appeal board. The findings of 


any appeal board should be published, and in this way case law could be 
developed. 

Hon. Mr. Haypsen: I do not know why one board could not deal with all 
those functions. 

Hon. Mr. Campseti: In your view the taxpayer in making his return 
exercises a discretion, which he says is in accordance with good accounting 
practice. Now, if that return is to be questioned, a board whose members were 
skilled in such matters as assessment and discretionary powers and so forth, 
could hear any complaints and would probably have a more scientific approach 


_to the exercise of discretionary power than the Minister or the Deputy Minister 


has, they being interested primarily in collecting the maximum tax. Therefore 
you suggest that some procedure should be set up whereby the taxpayer would 
get notice of any change in the exercise of discretionary powers, and could ap- 
pear informally before a board to make his explanations. In a word, you 
would have that discretion exercised by the board, or have that board advise 
the Minister as to the discretion he should exercise? 

Mr. Carter: Yes. The department is now sending out notices on some 
matters of discretion, advising the taxpayers how that discretion is going to be 
exercised; and taxpayers may go down and see the taxing .department. 

The CuarrMan: In this brief, and in some other briefs we have had, 
complaint is made that the taxpayer is obliged to put up a deposit of $400 when 
he goes to the Exchequer Court and that discourages the taxpayer, especially 
the small taxpayer in cases where perhaps the amount at stake is not very large. 
You suggest that in seeking an appeal the taxpayer should be put to no expense 
whatever, except for his own lawyer or accountant. There being no restraint 
placed upon the taxpayer, might not this result in encouraging appeals trivial 
in their nature, and might you not clog the whole machinery with a multiplicity 
of appeals? 

Mr. Carter: What is trivial to one man is very important to another, and 
it is very hard to decide where triviality starts. I think there is too much 
involved for people to make mischievous appeals. 

Hon. Mr. Haypen: It might be a good thing to have a lot of appeals, for it 
might lead to some pronouncement on the law. 

Mr. StrkeMANn: Would you still require to publish rulings if you do publish 
decisions; or do you think the latter would supplant the need for administrative 
rulings? . 

Mr. Carter: We would still wish to have both; one as an indication as to 
how assessments were going to be carried out, and the other as a statement on 
the law. We should like to keep within the act a certain number of discretionary 
clauses. We do not welcome a particularly rigid act which would attempt to 
codify the whole matter, and beyond which there would be appeals to the courts. 

Mr. StrkeMan: If your proposals were adopted, it would rob the department 
of many grounds for issuing rulings except with respect to efficient administration. 


‘But nevertheless you would require all the rulings, administrative or otherwise, 


made public? 
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Mr. Carter: I will ask Mr. Thompson to answer that. 

Mr. Tuomerson: Where it is an exercise of discretion in an individual case 
you would not need publication except as an indication of how it might be 
exercised in another case, no two cases being on all fours. That makes for 
flexibility. You do not want hard case law in that sort of thing. For that 
reason it might be unwise to publish rulings. 

Mr. STIKEMAN: You mean to publish decisions? 


Mr. THompson: Decisions, yes; the rulings are pretty well published now 
to some extent. If all our proposals go through we may not, as you say, need it, 
but if only some are accepted we may. 


Mr. Srikeman: Mr. Carter said he would like to have all administrative 
rulings published nevertheless. 

Mr. THompson: Yes, but people would have to realize that they are 
individual decisions. 

Mr. StikeMAN: There are three kinds of rulings issued by the department 
now. There is the ruling in the individual case by letter exercising discretion— 
that would be your preliminary board; there is the regulation published in the 
Canada Gazette which actually varies the terms of particular sections of the 
act and is virtually an order in council; the third kind is directed to the 
explanation of various techniques, such as how to send in reports, how to manage 
the staff, and how to promote greater efficiency. I do not assume you would 
require that third class. 

Mr. THompson: Yes, I think we would. If we had this board we would ask 
them to issue their instructions and make them public. If we did not get the 
board we would like to see what instructions the Deputy Minister was giving 
to his officials. I do not mean confidential instructions, but general ones as to 
the exercise of discretion in making assessments. 


Mr. StikeMAN: Let me come back to your top board, the one whose rulings 
would be published. -Would the published rulings be binding upon the Minister 
of National Revenue or still be subject to his approval? 


Mr. THompson: We propose that the board would be something like the 
Division Court is in Ontario, in that it would be a very inexpensive appeal board. 
The appeal to that board would replace the appeal that now goes to the Minister. 
Maybe small fees would have to be paid on the Division Court scale. Take a 
person who is billed by the department for $250 more tax than he thinks he 
should pay. If he is a man with a moderate income, that is quite an important 
amount to him; yet he does not like to take the chance of going through the 
expensive procedure of appealing to the Exchequer Court. It would be a big 
advantage to him if he could appeal to a board, 

Hon. Mr. Haypen: Your argument, carried further, would support the 
contention I make, that there should be one board to which the taxpayer could 
appeal, whether he was dissatisfied with the discretion or the accounting or 
anything else. If there was one board, the taxpayer could have his whole case 
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reviewed in the one instance, and in general the taxpayer would likely be satisfied ~ 


with the ruling because he would know the board was independent. Your idea, 
though, is to have two boards—one board to deal with the proposed exercise of 
diseretion, and another board to deal with appeals from assessments. It still 
seems to me that the same object could be achieved and the whole thing done 
at once by one board with independent powers. 


Mr. THompson: We think there is too much there for one board. 

Hon. Mr. Haypen: I mean one board in the sense of one body. Whether 
the board should travel to different parts. of the country or be divided up into 
regional sections, is a matter for some discussion. I think such a board should be 
-brought as close as possible to the taxpayer. 
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Mr. Macponnetu: May I ask, Senator Hayden, whether with your proposal 
it would be desirable and possible to give the taxpayer in advance some idea of 
how the discretion was going to be exercised by the board? First of all, do you 
think it is desirable in the interests of the taxpayer that he should have 
some advance information? And, secondly, under your scheme it would be pos- 
sible to give him advance information? 

Hon. Mr. Haypen: I think that in preparing his return the taxpayer must 
follow good accounting practice, and then I think that when appearing before the 
board he should attempt to assert that good accounting practice and, if necessary, 


support it by expert opinion. I do not know how you could write definitions of 


what discretion is, and full instructions as to the manner in which it should be 
exercised, and so on. First of all, your definitions would be interminably long; 
and secondly, they would be a contradiction of the word “discretion”. 

Mr. THomrson: We agree with that entirely. The instructions would be 
merely guides, similar to those given in the excess profits tax brochure. But the 
second board, the appeal board, would be over the_other one. Questions of law 


might go to this second board. The board would also have power to review the 


exercise of the discretionary power. 

Hon. Mr. Haypren: It would have two. bites. 

Mr. THompson: Yes. 

Mr. STIKmMAN: Under the heading of “Publication of Orders and Rulings,” 
on page 2, the brief says:— 

It is interesting in this connection to note that an American authority 
in commenting on the administration of the Canadian Income Tax Act, 
expressed the view that “the Canadian system of unpublished special 
rulings is not as satisfactory as the system of publishing the regulations 
and rulings in the United States’. 

As a matter of interest, can you give the reference to that authority, Mr. 
Macdonnell?. vies 

Mr. MacponneE.u: I am sorry, I have not got that with me. I could get it 
for you. 

Mr. StrkemMan: I would like to have it. 

Mr. Carter: I have seen that kind of thing in more than one article by 
Americans on the Canadian system. They feel that because of the large number 
of cases they have and the fact that their regulations are published, they have 
more certainty. 

Mr. STIKEMAN: Have you not seen a large number of criticisms of the 
American system to the effect that each individual ruling ‘becomes part of the 
law and tends to make the law so unwieldly that no practitioner can find his 
way through? 

Mr. Carter: We wish to retain the flexibility of the Canadian statute, and 
at the same time have more certainty. 

Mr. StixemMan: I was simply curious, because it is the first time I have 
heard of an American saying that our system was not as satisfactory as theirs. 

On the same page of the brief, under the heading “Amendment of Existing 
Appeal Provisions,” you state: 

Further, there is reason to believe that the policy of the Department 
over the-years has been, as far as possible, definitely to discourage 
appeals. . 

Apart from the earlier reference to Commissioner Breadner’s attitude, do 
you feel that that is still persisting in the department? 

Mr. MacpoNNELL: Our opinion is that it is. 

Mr. StikeMaNn: In what way? 
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Mr. MacponneELu: Our opinion is that the department does definitely 
discourage taxpayers from appealing to the Exchequer Court. 


Hon. Mr. Haypen: The time that elapses between the date you serve a 
notice of dissatisfaction and the date you get any action from departmental 
officials would in itself act as a discouragement in many cases. A year or so 
may elapse sometimes. 


Mr. Carter: From the small number of cases that have been taken to court 
since 1917, I think it is evident that there has been compromise somewhere along 
the line. The total mentioned by Mr. Stikeman was 121, of which perhaps one 
in every four concerned corporations. That is a very small number and, as I 
say, it indicates that there has been compromise. And certainly the department 
must have been a party to what has occurred. 


Mr. StrkEMAN: Do you think the department compromised simply with a 
view to preventing appeals or because it thought there was some right on 
both sides? 

Mr. Carter: I have no opinion. 

Mr. StikemMAn: My point in asking the question was to find out whether 
you thought that if such a board as you suggest were set up the department 
would still attempt to prevent appeals. 


Mr. Carter: I think there undoubtedly would be more appeals from such 
a board. Litigation now is discouraged not only by the department but also 
by taxpayers, on account of the trouble and expense to which a taxpayer is put 
in appearing under the present system. 

Mr. StikeMAn: Then there are two factors which discourage appeals at 
present—certain provisions in the statute, and the administrative attitude to- 
wards appeals. If by setting up your board you cured the statutory factor of 
discouragement, would you automatically cure the administrative factor? . 


Mr. THompson: You would in this way. Going to the court must mean 
a great deal of bother for the department, and a lot of that would be avoided 
if they could appear before an informal board. Also, in taking appeals before 
the board, the department would not require lawyers of as high calibre as are 
needed for appearance before the court. 


Mr. Strkeman: The inference is that it is rather because of the state of 
the law than because of any desire not to have a body of law built up that the 
department seeks to present appeals? 

Mr. THompPson: Quite right. 


Seyir, STIKEMAN: On the last page of the brief, where you refer to procedure 
in the United Kingdom, you say that the Board of Inland Revenue which is the 
administrative body, provides what might be called real specialists among the 
experts. ‘Then you go on: 


They are said to be very approachable and it is sometimes possible 
ae ee a favourable decision from them against their own inspectors 
Orta XOS ss «he eae 


Do you suggest that the present Income Tax Department will not reverse dis- 
trict inspectors or junior officers? 


Mr. Carter: I think we suggest that it is unusual. 


Mr. SvrxemMan: The reason for that may “be, may it not, that so little | 


latitude is given under the statute in certain cases that, unless there is a direc- 
tion by the court, the Department feels it has not the authority to reverse the 
officials, whereas your board would be directed to overrule officials where 
deemed desirable? : | 


Mr. Carter: I think so. 
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Hon. Mr. Haynen: There is another possible interpretation. In view 
of the information we have had about the discretionary rulings sent out to 
district inspectors, is it not felt that when the district inspector speaks, although 
the voice is the voice of the district inspector, the decision is the decision of 
the Deputy Minister? 

Mr. Strxeman: The last paragraph of the brief urges that the depart- 


‘ment should be given a sufficient budget to enable it to secure the kind of staff 


needed. In your organization you must have very wide experience with rates 
of pay and quality of work performed for certain rates of pay. Have you any 


‘Suggestion of. a concrete nature that might help us in the future? 


Mr. Carter: We feel that the low rates apply to senior officers more than 
to the rank and file of assessors. Probably that may be said ofall civil ser- 
vants, but that is something of which we have no general knowledge. It seems 
to us that sénior assessors make decisions of such wide significance—involving 
important issues, large amounts and so many people—that these officers should 
be highly skilled, and that they should be well paid. 

Mr. StrkEMAN: In this respect would you make an exception of officers 
of the Department of National Revenue as compared with officers of other 
departments? 

Mr. Carter: Well, I think we are better qualified to make comparisons 
with rates of pay in industry, and I believe we can safely say that the senior 
officers of the department are not as well paid as people of similar ability mak- 
ing decisions of equally high importance in industry. ; 

Mr. StrkemMaAn: What do you think would be the average salary expect- 
ancy of a chartered accountant, say thirty-five years of age and with eight to 
ten years of experience, if he were practising as an accountant with an account- 
ing firm? 

Mr. Carrer: Somewhere in the neighbourhood of $5,000. 

Mr. Stikeman: Do you think he could expect to get approximately the 
same salary from a large corporation that might require his services? 

Mr. Carter: He would expect to get a little more from a corporation than 
if he were in practice as an accountant. 

Mr, StrkeMAN: Do you feel that the qualified professional accountants 
in the department are paid less than that after ten years service? 

Mr. Carter: I was speaking about the senior assessors, men usually with 
from five to seven or eight years’ experience. I am not sure that that is suf- 
ficient experience for a top assessor in the department. I am speaking of an 
average man. The top assessor in the department would not be an average 
man, he would be beyond that, and accordingly I think he should get con- 
siderably beyond the figure I have mentioned. 

Mr. Stikeman: I was attempting to get a basic norm beyond which a 
man might ‘be paid. 

Hon. Mr. McRae: Take the Aluminium Company. With their scope of 
business what -would they pay their tax expert, $10,000 a year? 

Mr. Carrer: A tax expert is awfully hard to define. I would think the 
salary would range anywhere from $3,000 to $10,000 depending upon the work 
and responsibility. 

Mr. Stikeman: I should like to ask Mr. Macdonnell the same question 
with respect to lawyers as you have answered with respect to accountants. 
What do you think might be the expectancy of a young lawyer in an average 
size law firm after ten years in practice? 

Mr. Macponnetu: I find that question very difficult to answer. I would 


think somewhere between $4,000 and $4,500; something like that. 
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Mr. Srrxkeman: That is very interesting. Is it your understanding that 
departmental lawyers are paid less than that? | 

Mr. MacpoNNeLt: Departmental lawyers of comparable experience? 

Mr. STiKEMAN: Yes. 

Mr. MacponneEuu: I do not know. 

Mr. Stikpman: I think they are paid approximately the same. My 
recollection is that the figure is almost identical with the one mentioned after 
eight or ten years’ experience. 

The Carman: I think Mr. Stikeman is best qualified to answer the 
question. 

Hon. Mr. Haypen: I think so. Do you know where you might find a 
lawyer of the type, Mr. Stikeman, who would take $350 or $400 a month? 
There might be a lot of people interested in finding one with those qualifications 
who would accept that salary. 

Hon. Mr. Crerar: Would he have the qualifications? 

Hon. Mr. Haypen: You would want an active, alert, energetic young 
lawyer about 35 years old, which would mean he has been practising at the bar 
for at least ten years. I suggest to you that there are not many such lawyers 
available at $350 or $400 a month. 


The CHarrMAN: What is Mr. Stikeman’s experience so far as lawyers in- 


the department are concerned? Does he find that usually they are so poorly 
paid—put it that way if you hke—that they go out into private practice or take 
a position with a corporation? Is that the general experience? 

Mr. Stixeman: No. Since 1917 only three lawyers have left the depart- 
ment for private practice, one in 1921 and two in 1945. 

I was attempting to establish some basic norm of average expectancy on 
the part of a moderately successful professional man, in order to get behind the 
last paragraph of the brief that the higher officials should be given better treat- 
ment from a salary point of view, because it is only when we determine—if we 
can—that certain norms of pay should operate for men of normal average working 
ability that we can determine what experts or super-normal men should get. 
Have you any idea what the assistant deputy minister of the Department of 
National Revenue should be paid, Mr. Carter? 

Mr. Carter: I have my own opinion. 

Mr. Strxeman: What is your opinion? 

Mr. Carrer: I would say no less than $25,000; maybe a good deal more. 
Mr. StrkEMAN: That is not the opinion of your association? 

Mr. Carter: No; you asked me for mine. 

Mr. StrkeMAN: I wanted to make it clear. 


The CHarrMAN: What is the salary paid assessors in the district offices? 
They have very heavy responsibilities. 


Mr. StrKEMAN: I will ask Mr. Wood to give that information, Mr. Chair- | 


man. 
Mr. Woop: This is the list of the salary ranges of the inspectors in our 

various district offices: ~ : : 
District Salary Range 
Montreal 
TPOPONTO: the ore ee ee dee eT Ree ea een $ 5,820—$ 6,600 
Ottawa 
Hamilton 
Ondo ae ake. es Pa E a ois weno 4,920— 5,820 
Vancouver 
WANT OR ie ciecn ete etaet soba Reet aae cate ereanai 4,620— 5,340 
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District Salary Range 
Halifax 
Saint John 
RPC ter eaten cle ihtartin cee retry Rein ober Ait cl Maeae yten $4020 - 4620 
Calgary 
Edmonton 
Kingston _ 
POM VINE) Ore UN eases faerie a pend eh nc, ee $3600. - 4320 
Fort William 
Regina 
Charlottetown ) 
Saskatoon if 


The CuairmMan: That is certainly not extravagant. 

Hon. Mr. Campsetu: Would there be superannuation benefits, Mr. Wood? 

Mr. Woop: It is based on 2 per cent of the salary for each year of service, 
with a maximum of thirty-five years. 

Hon. Mr. Haypren: It is pretty hard to give an average figure. 

Mr. Woop: Yes. , 

Hon. Mr. McRar: What is the assistant deputy minister paid? 

Mr. Woop: The salary ranges from $6600 to $6900. 

Hon. Mr. McRan: That is against your personal view of $25,000. 

Mr, Carter: That was for the deputy minister. 

Mr. Stikeman: I asked what you thought the salary of the assistant 
deputy should be. 

Mr. Carter: I was thinking of the deputy minister. That is too high for 
the assistant deputy minister. I would revise it down to about half. 

The CuatrMan: Even that would be more than a deputy minister receives 
in nearly all departments. | 

Mr. StikemMan: The deputy minister of National Revenue receives 
$10,000. 

That is all, Mr. Chairman. 

Hon. Mr. Lecrr: Mr. Chairman, I should like some information on the 
reopening of assessments. The brief proposes that assessments should be 
reopened within three years from the due date of filing the return. It seems 
to me that when the assessment is made it should be final, except in the case 
of fraud. When an individual or a corporation pays the assessment, why 
should it not be final? 

Mr. MacponneEtu: I suppose, Mr. Chairman, it is always possible that a 
mistake may be discovered and new evidence may come to light, and so on. I 
think it is the practice in most countries to allow assessments to be reopened 
either by the taxing authorities or by the taxpayer. 

The CHarrMaNn: There need not necessarily be fraud, but new information 
might come out to affect the assessment. 


Mr. Macponne.u: It is a common practice. 


Hon. Mr. Campsetu: A taxpayer has no right to reopen an assessment 
when the period for appeal has expired. ; 


Hon. Mr. Crerar: There is a point, Mr. Macdonnell, I should like to clear © 
up. About halfway down the first page I find this sentence, “Now, however, 
that so large a part of the gross earnings of industry is taken in taxes, it is most 
desirable that taxpayers should have every assurance that the taxes themselves 
are equitable and ‘efficient’.”” What do you mean by the word “efficient’’? 
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Mr. Macponne.u: That is just a reference to the definition of “efficiency” 
as used above in the broad sense of “skill in collecting a given amount of 
revenue with the least possible burden on the national income”. 

Hon. Mr. Crerar: Does it mean that the machinery should be as inexpen- 
sive as possible? | 

Mr. Macponnewu: No, it is used in the broader sense, that the tax shall 
be so imposed that it will put the least possible burden on the economy of the 
country. 

Hon. Mr. Lampert: Mr. Macdonnell, in the second paragraph of your brief 
you deal with the Excess Profits Tax Act. Can you say offhand what per- 
centage of your 5,500 members were exclusively engaged in manufacturing war 
supplies? 

Mr. Macponnewu: I find it very difficult to say definitely, sir. It comes 
back to me that something like 3,000 of our members were engaged wholly or 
partly in war work, but I cannot say what number were so engaged exclusively. 

Hon. Mr. Lampert: That would make roughly a little more than half. 

Mr. Macponnetu: Yes, who were to a greater or less extent engaged in war 
work. | 

Hon. Mr. Lampert: Mr. Howe and others well qualified to speak have 
praised the war effort of our manufacturers. The impression is general that 
those who engaged in the manufacture of war supplies did a very efficient job. 
Would you say so? 

Mr. MacpdonNELL: Quite so, sir. . 


Hon. Mr. Lampert: In view of that I find it a little difficult to reconcile the 
‘claims regarding inefficiency and waste induced by that tax. 

Mr. MacponneE.u: I would say, sir, that. I quite agree with you. I think 
on the whole the war effort of Canadian industry was efficient. But it. stands 
to reason that a tax like the Excess Profits Tax does tend to tempt people to 
forget the need for economy. 


Hon. Mr. Lampert: It is a sort of natural dislike to paying taxes. 


Mr. MAcponNELL: While the desire of the people to do an efficient job. | 


during the war acted against the tendency to disregard the need for economy, I 
think the feeling of the association is that-in peacetime that same restraining 
influence would not be present, with the result that it would have the effect of 
putting a premium on waste and inefficiency. 


Hon. Mr. Kine: Because of the tax they would not insist upon the same 


efficiency from their employees. There is no doubt of that. 


Hon. Mr. Haypen: I think two things are being confused. You might 
have an efficient manufacturing operation which produces a good result, a 
good flow of manufactured articles, and your costs may be low, so that you 
have a substantial profit. But the purpose to which you devote some of those 
moneys, before you come to the net taxable income, is another question entirely. 
A company might be very lavish in its advertising expenses. 

Hon. Mr. Lampert: As a means of evading taxation? 

Hon. Mr. Haypen: No; but it is only natural not to be so careful when 
you are not bearing all the load. 

The CuatrMan: In cases of that kind the companies are getting bargain 
rates in advertising; that is what it amounts to. 

Hon. Mr. Lampert: On the question of efficiency, I was wondering 
whether in the long run it makes any difference to a manufacturing plant when 
its business comes from the Government rather than private sources. Will the 
operations of a steel plant at Hamilton, for instance, be more efficient if goods 
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are being made for a car company than if shells are being made for the Govern- 
ment? In one instance the company has to go out and acquire business through 
its own selling efforts, but in the other the business comes from the acceptance 
of a tender. 

Mr. MAcponneELu: Yes, that is true. ; 

Hon. Mr. LamBert: The question occurred to me whether what we have 
been discussing here is due rather to the original character of the business than 
- to any system of taxation. 

Hon. Mr. Campseti: Mr. Macdonnell, is not the great fear of members 
of your Association that continuance of excess profits taxes during the peace- 
time period will discourage production and expansion and development of 
business generally? 

Mr. MacpnonneELi: Yes, quite so. 

Hon. Mr. Lampert: That depends on the rate of tax, does it not? 

Hon. Mr. Campsetut: The excess profits taxation that has been in force. 

Hon. Mr. Hayprn: Any rate of excess profits tax. 

Hon. Mr. Lampert: I would not say that. 

The CuHairman: With a 40 per cent income tax, I should think that 
poald be the effect. 

Hon. Mr. Haypen: Any excess tax that is piled on top of the regular 
rates would certainly have that effect. 

Mr. Carter: Might it not be put that the excess profits tax. relates war- 
time to peacetime conditions and is a restriction on expansion? The excess pro- 
fits tax is-a bar to the expansion of business and a harm to the general economy. 

Hon. Mr. Camppetu: We are now taxing on the increase over the aver- 
age earnings of 1936-39. 

Mr. Carter: Yes. 

Hon. Mr. Lampert: A good deal depends, does it not, upon the capital 
- set-up, and also the capital expansion that an industry has received as a result 
of experience in the war? 

Hon. Mr. Haypen: I do not think so. 

Hon. Mr. Campsetiu: Do you not find the members of your Association 
complaining that the excess profits tax amounts to discrimination, in that it 
penalizes the efficient producer by making him pay a higher tax than the 
inefficient producer? 

Mr. MAcboNNELL: Quite definitely, sir. 

The CHatrMAN: ‘That is always the case. 

Hon. Mr. Haypren: It is only in times like these when iets iS an excess 
demand for certain articles that inefficient producers can exist. When ordinary 
competition comes into play the efficient operator gets all the business, or at 
least to the extent of his capacity. | 

Mr. THompson: The man who has been in business for some years has a 
standard profit, but the man who starts to-day has to get it fixed. 

Hon. Mr. Hayprn: The man who starts in business to-day will pay no 
excess profits tax this year. 

Mr. THompson: No, but he will next year. 

Hon. Mr. Haypen: We hope the tax will not be in effect then. 

Hon. Mr. Crerar: Mr. Chairman, I quite agree with the opinion expressed 
in this brief that the excess profits tax does encourage wastefulness and put a 
premium on inefficiency. When the manager of a company knows that they 
are well into the excess profits tax class, there is not the same incentive to be 
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careful. In those circumstances a company may say, as the brewers did, “If 


we can get away with it, we will spend a good deal of this money in good- 
will advertising,” or they might decide to spend freely on decorating their 
premises, and so on. 

Hon. Mr. Camppeitt: I would like to ask Mr. Stikeman a question about 
the case referred to on page 4 of the brief, Trapp. v. Minister of National 
Revenue (1946) Canada Tax Cases, 30. Was that a case concerning the 
Minister’s discretion? 


Mr. Srixeman: No, I do not believe you could say it was brought- 


directly as a result of ministerial discretion. It was a result of the depart- 
ment’s interpretation of the Income War Tax Act, which led officials to feel that 
deduction of mortgage interest on an accrual basis was contrary to the terms 
of the section which permits deduction of interest on borrowed capital used in 
the business. It was a straight case of interpreting the statutory language. 


Hon. Mr. Campsetu: Surely that was a change from past practice, was it 
not? 

Mr. STIKEMAN: Yes, it was, but it was a change which the department 
based upon a more correct reading of the language of the act, and it did not 
purport to be the exercise of discretion. 


Hon. Mr. Campseti: I was wondering if there were any special circum- 
stances in that case. Take the case of a company that has a large bonded indeb- 
tedness, on account of money which is used in the business, and in a certain 
year the earnings are not enough to pay the interest in full. The company charges 
the interest in that year, even though it is not paid until a subsequent year. 
Is the meaning of this case that in future such interest charges which have not 
actually been paid will not be allowed? 


Mr. StikremMan: Technically, I think that until the Supreme Court has 
passed on it, that would be the ruling. I had the privilege of arguing that case 
before the Exchequer Court and took the purely legal view that the statute was 
set up in such a fashion that the accruing of expenses unpaid was an exception 
to the general rule for deduction of expenses actually paid out on a cash basis. 
I did not expect that the court would find there was no right at all in the statute 
for the accrual basis. I urged that it was an exception to the general rule, 
and that this particular taxpayer had commenced his business on a cash basis 
and had changed over to doing his business on an accrual basis but had never in 
fact paid the expenses which had accrued. But the court took the argument 
that we advanced one step further. 

Hon. Mr. Camppeiu: I can understand that it should not be allowed in 
certain circumstances, but it seems to me a very dangerous rule to be Te 
generally, in the light of our financing in this country. 

Mr. SrikemMaN: I think we shall have to wait for the Supreme Court’s 
decision in this case to find out whether it will be a rule of law or not. I under- 
stand that until the department have that decision they are carrying on as before. 

Hon. Mr. CaMpsBeE tu: It is so absolutely contrary to sound accounting practice 
that it would be very dangerous to the economy of this country. 

Hon. Mr. Haypen: An amendment may be required. 

Mr. Macponneuu: Mr. Chairman, may I say a word more about the Excess 
Profits Tax Act. I would like to call attention to the fact that while we have 
- said rude things about it, we do state in the brief that we regard it as absolutely 
justified as a war measure. 

The CuatrMan: Are there any other questions? If not, I want to take this 
opportunity, on behalf of the committee, to thank you, Mr. Macdonnell, and your 
associates for coming here and presenting this informative brief and taking part 
in the discussion. Your brief was really a brief. 
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Hon. Mr. Haypen: And right on the point. 

The CuHairMAN: Yes, right on the point. Furthermore, unlike some of the 
other briefs that we have heard, it does not go beyond the limits of the 
reference by the Senate to this committee. I want to assure you that your 


‘recommendations will receive the careful consideration of the committee. 


Mr. Macponnge.tu: Thank you sai much, Mr. Chairman and honourable 
gentlemen, for hearing us. 


The Committee adjourned until to-morrow at ten thirty a.m. 
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*Mother Clement P. v. M.N.R.—See O’Connor Wm. and 
Helen 
E.P. Act 
Sec. 5, 13, 14 *Nanaimo Community Hotel Co. Ltd. v. Board of Referees 1945 3 D.L.R. 225 
1944.-C-T.C. py 102 
1945 C.T.C. 125 
Entre Nanton ica ieee peters eure meets ace eee 1934 42 Man. R. 461 
*National Petroleum Corp. Ltd. v.-M.N.R.........°..... 1924 Ex. C.R. 102 
3 D.L.R. 109 
National rush O.. ltd. 0. MINING bise ooiioe ara) eters 1935 Ex. C.R. 167 
Hers. Sir LAMadonesah esi fiche ees oo Gite omar ey 1936 1 D.L.R. 129 
EN ICHOIGON MGC ots AVN uu eae oo) eactas oie aie leet le aueteiamen 1945 C.T.C. 263 
*Northern Securities Co. v. The King... ).... 2.0. 6. bests Ex. Ct. 1935, 156 
‘ 1936 1 D.L.R. 65 
*The North Pacific Lumber Co. Ltd v. The M.N.R........ 1928 Ex. C.R. 68 
The King v. Noxzema Chemical Co. of Can. Ltd........ 1942 8.C.R. 178 
| 19422 D.DRead 
Sec. 3 (a) (b) *O’Connor (ef al.) v. M.N.R....... 0. eee eee arly 1943 Ex. C.R. 168 
and (c) 1943 4 D.L.R. 160 
OVEN 0) REX ia ea Pa a ee ae ee ee ie Be aed eee 1924°3 DROSS 
*(OReilly.<¢ Belanger Matdiit, IV IN RR cesar nee te eis 1928 Ex. C.R. 61 
Attorney, General-or BiG 7 ey Ostrim a) .e. +. eee ee ee 1904 A.C. 144 
Commis7of Tax foriN SW. 9. Paliner vec ote he. ee 1907 A.C. 179 
Palmolive Mfg. Co.tv, The Kings): oy iecGice see aelas 1933.2. Dil hess 
1933 8.C.R. 131 
Panton VoOpencers mele Wee ea An te anne ee ee vi wton ated nee 57 D.L.R. 447 
14 Sask. L.R. 161 
*Omer H:iPatriek-o.,M Ne Res ete areal coed te ate te es 1936 2 D.L.R. 274 


1936 Ex. C.R. 38 


*The King ¥, Donat Paquin Liteeon cs ee sere case oe ance 153-164 
ROSECUTION 
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Sec. 57(1) (a) *Pioneer Laundry & Dry Cleaners Ltd. v. The M.N.R....1938 Ex. C.R. 18 
i 1939 S.C.R. 1 
1939 4 All E.R. 254 
1939 4 D.L.R. 48 


Re. Pettigrew & Plamadon (Bankruptcy)................ 1943 C.T.C. 196 
Secu? (ites eroneer Laundry Coc”. MN Re <<. fae, ced he eek 1942 Ex. C.R. 179 
: 1942 4 D.L.R. 
1940 A.C. 127 
*The Pope Appliances Corp. Ltd. v. Min. Customs & Excise.1927 Ex. C.R. 17 
*Port, CreditzRealty_LtdsveM NR a2 oe oes cohen eee 1937 Ex. C.R. 88 
- 1937 4 D.L.R. 17 
Proctor & Gamble Co. re Income Tax Act 1932......... 1938 Sask. 


1938 2 D.L.R. 597 


Sec. 2 (i) *Wm. Ramsay Estate, see King v. Toronto General Trusts 


Corp. 
Ramsay v. Prov. Treas. of Alberta...............00000. 1939 2 D.L.R. 707 
ALTA. Supr. 
Crt. 
PICHSTASO MRC VEUTION @.IVIEN chymase. caevione, io aN ee 1941 Ex. C.R. 136 
1941 D.L.R. 249 
2 MaryoMo Riddell-e- Min sNiioniter, a. 0 cide adds ps oes 1 OSELXO Ne LSD: 
shiedie-Brewery Ltd. v. MEN Reick. oa ok ae ew ee 1939 Ex. Crt. R. 314 
1939 S.C.R. 253 
pets. a0 (L)- “hobertson; Menneth-S.S; Ltd.o soa. hs ee. 1944 Ex. C.R. 170 
= (d) 3 D.L.R. 239 
OMIA: ORDER tee etek ascii Whe aie kd cS lak owes 1921 56 D.L.R. 496 
1921 1 W.W.R. 488 
PEDOCT ISCO UeEITICAN hunt en tae et aan Ss eee ct otto 1931 Ex. C.R. 1 
1931 D.L.R. 90 
Roseberry-Surprise Mining Co. v. The King..... aed ve 1924 S.C.R. 445 
BO V ale CIUIStOOnU NEO IN Pee parece ae Conic ee rely ein ehes ng RE: (J. D. JACKSON 
TRUST) 
1931 3 D.L.R. 474 
1931 S.C.R. 485 
1930 Ex. C.R. 172 
Peeer Rete ISU Ns VL N Get. oy os oh Ae as RSE Chak 1943 Ex. C.R. 17 
(1)i(b) D.L.R. 349 
Flin té palary of Lieut: Governors... <a. 04. se ede oe eke ees (1924) ee Ex. C.R. 
2 
*The Saskatchewan Co-operative Wheat Producers Ltd. v.1929 Ex. C.R. 180 
The Min. N.R. 1930 S8.C.R. 402 
1930 3 D.L.R. 162 
BBesstocti cn oraw ie Minis: Ne bsete 2 ik ok Oa kee dene 1939 Ex. C.R. 35 


1939 4 D.L.R. 81 
1939 S.C.R. 338 


aa eN COHEN inieslitd. of MN Me ie se 1945 C.T.C. 
Sri hex sts ee, Or ice aie A ond a a origin ec pte 1923 1 D. L.R. 820 
56 N.S.R. 72 
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(1) (b) Con. 
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*Min= of: Finance’), onthe 7:2 ee ee ae as eee ae we eee 
1927 A.C. 193 


*COlarence...snyder o> MaNe Hike esereantue car tee ee eee Reversed by Sup. Crt. 
Wm. R. Applegate....... SCRE SSE, stedie lig weet eee 1939 Ex. C.R. 235. 
*Spooner U..Vie Nano Frocrn ws Se eras oe eae ate an eae 1930 Ex. C.R. 229 


1931 3 D.L.R. 136 
1931 S.C.R. 399 
© 1933.3 D.L.R. 497 


*Sterling Royalties Ltd? v. MIN.Ref. cto ts oe ee ee 1942 3 D.L.R. 109 
Sec. 3 *§8t. John Drydock and Shipbuilding Co. Ltd. v. M.N.R....1944 Ex. C.R. 186 
4 D.b. Resi 
He OLout and City sol +) OfONtO ., «casts eee lt ee eae 1927 60 O.L.R. 313 
Swift Canadian v. City of Edmonton................-.. 622) Dates ue 
Alta. Sup. Crt. 1921 
*Snyder C. E. v. M.N.R.—See Sterling Royalties......... 
‘Thompson, \P:Ws:0.sVUANGR A va traee car chee toaster ne ee 1946 C.T.C. 51 
eeso (h) ya." homson't: MuN Recoes tasercse ono etecadeeeae aes eee 1945, Ex. C.R. 17 
3 D.L.R. 45 
1945 C.T.C. 63 
Sec. 9 (1) (b) *The Toronto Gen. Trusts Corp. v. M.N.R............... (EsTATE OF SARAH 
WHITNEY) 
1936 Ex. C.R. 172 
*The King v. Toronto General Trusts Corp............... (RaMsAyY EstTaTE) 
1942 Ex. Crt. R. 46 
2 D.LiRao2g 
SLLADD, Lele te MLN OR eek este eaten agen Ore a eee 1946 C.T.C. 30 
‘Prudeate oe MUN Row ceGi ascot eae tees auc ae ne ine ea 1940 Ex. C.R. 171 
*Trusts & Guarantee Co. v. M.N.R.—See Birthwhistle Case. 
47 O.L.R. 1 
Union Nstural:Gas-Co. 92 Dover. aera eee ee 1920 60 S.C.R. 640 
Walkerville Brewery Ltd. v. The King.................. 1988 3 D.L.R. 525 
Walkerville Brewery Ltd. v. M.N.R.....................1942 Ex. C.R.°124 
3 D.L.R. 542 
Re: Wallace: Realty-Co. Lid- Ont) s25 cn chats iene 1929 Sup. Crt. 
4 D.L.R. 784 
1930 Sup. Crt. Can. 
3 D.L.R. 417 
*Waterous vo2Miny NR ee ote ene ast sch iee eee ee 1933 S.C.R. 408 
1933 3 D.L.R. 502 
1931 Ex. Crt. 108 
*Western Vinegars Ltd. v. Min. N:-R.g:....:...0..0.. s:. 1988 Ex. C.R. 39 
‘Whitney Casecid witipnno care semesters teenie enna eee 1936 Ex. C.R. 172 
see Toronto General Trusts Corp. v. M.N.R. 
EWR: Wilson’ 2.°Min oN Ry cy pw ateect ae eee a eee nen ee 1938 Ex. Crt. 246 
Sec. 3 Re: Wood—annuity free and clear of taxes.0 ess s ye eo 19438 O.R. 278 


1943 3 D.L.R. 84 


TAXATION 


Sec. 92(7) anes Compensation Brd. v. Graham & Barrow & 1945 1 D.L.R. 557 


Worthington v. Atty. Gen.of Man....3..0...0..5060.53... 1937 A.C. 260 
Forbes v. Atty. Gen. Man. 1936 S.C.R. 40 
Sec. 6(2) *Wright’s Canadian Ropes Ltd. v. M.N.R................1945 Ex. C.R. 
1945 C.T.C. 177 
1946 C.T.C. 73 
See OlL) (CG) ee LL vésWin.-Wrieleyrir.. Cot-Ltd, o. oro. oe oe eS 1943 Can. T.C. 131 
4 D.L.R. 548 


INCOME AND EXCESS PROFITS TAX CASES 
. 1917 to March 1946 


ARRANGED ACCORDING TO SUBJECT MATTER 


Accrual basis—determining income Trapp, T.D. v. M.N.R.1946 C.T.C. 30 


Advance fees—Kenneth R. 8. Robertson............... 1944 Ex. C.R. 170 
Annual Tax—ReInt’l Harvester Co. Ltd... 2.2... 22s 1941 3 D.L.R. 65 
ANMIGV= 4) ONNOE D2 MON duce state oe ou es bom ale see 1943 Tx. C.R. 168 
Toronto Gen’! Trusts v. M.N.R........... 1936 Ex. C.R. 172 
pba Weta, Ne fee oop. eterna og ee 19389 Ex. C.R. 35 
Annuity—Free of tax—In re Kemp..........5........% 1940 8.C.R. 353 
PEW OOG. 2 ee We. whine, lures 1943 O.R. 278 
Annuity—like Dom. Govt. Lumbers v. M.N.R.......... 1944 S.C.R. 
PL PDEAL TION Olee Ox Cn DCll on ynen tery Na ea es ete 1925 8.C.R. 59 
Bad Debts Reserves—Int’] Harvester Co. Ltd...........1941 3 D.L.R. 65 
Bankruptey—Priority—General Fireproofing Co......... 1937 2 D.L.R. 30 


Excelsior Electric Dairy . 1922 52 O.L.R. 225 
Machinery Ltd. 


Beneficiaries—accumulating for unascertained........... 


Peter Birtwhistle Trust v. M.N.R.........1988 Ex. C.R. 95 
1939 All E.R. 149 
1940 A.C. 138 
Beneficiaries—Succession Duty—re Gillespie............ 1943 C.T.C. 127 
(Alta.) 
Bonds issued at discount—Baymond Corp. Ltd. »v. 1945 Ex. C.R. 11 
M.N.R. 
Canadian Debtor—King v. B:C. Electric................ 1945 Ex. C.R. 82 
Capital debts—Snyder v. M.N.R....6......0. 0.0000 cs 1939 S.C.R. 384 
Applerate esi Ne Racumind col eee fn ek 1939 8.C.R. 384 


~ Capital Expenses—Union Natural Gas Co. v. Dover. .»..1920 60 D.L.R. 640 
Capital losses—Highwood Scarcee Oils Ltd. v. M.N.R....1944 S.C.R. 92 
Capital payments—St. John Drydock v. M.N.R......... 1944 Ex. C.R. 186 


Carrying on business—Re: Proctor & Gamble Co. re In- 1938 2 D.L.R. 547 
come Tax Act. 


59502—34 


SPECIAL COMMITTEE 


Carrying on business —Re Pope Appliances Corp. Ltd. 
v. Min. C. & E. 


Morrison vy. M.N.R........ 
Ré- = Int'l Harvester Co. Lid = eee 


Firestone Co. v. Comm’r Ine. 
Tax 


Swift Canadian v. Edmonton..... 

In re Wm. Wrigley Jr. Co........ 
Carrying charges—Stout v. Toronto.................... 
Certiorari—E.P.T. Act—Nanaimo Community Hotel »v. 


Bd. of Referees 


Change in rate—Liquid Carbonic Can. Co. Ltd. v. Prov. 
Treas. Alberta 


Charitable donations—O’ Reilly & Belanger Ltd. v. 
M.N.R. 


Charitable Trust—Peter Birtwhistle Trust v. M.N.R.. . 


Barns MN Re oo OA Se eee FTN ee ne nt 
Charitable Institution—Jas. Cosman Estate v. M.N.R... 


Chief Occupation—in re Income Tax Act—C. B. Murphy 
(Man.) 


Co-operative pee! Fraser Valley Milk Producers 
Assn. 0. R. 


Commission—Trudeau v; M:N. Res 22. eee. Jee ee 


Commission—Disallowance of by Minister Wright’s Can- 
adian Ropes Limited v. M.N.R. 


Consideration other than cash for stock issue Dom. Tex- 
tile Co. Ltd. v. M.N.R. 


Constitutionality of I.W.T.A.—Caron v. the King........ 
Consolidated Returns—Western Vinegars Ltd. v. M.N.R. 
Controlling interest—Palmolive Mfg. Co. v. The King... 


Constructive receipt of income Applegate v. M.N.R...... 
Snyder 9; MONGRe > sayin et a en te oie 


Gasts-—Rex vo. diss oo25 See ee ee ee a 
Debtor—Canadian—King v. B.C. Electric.............. 
Deductible Expenses—Rosebery Surprise Mining Co. v. 


The King 
Stout «Torte ncscn 


Default. fine—Rex vo. Bell. = Fe ee ee ee 


Depletion allowance—Mining dividends W. R. Wilson v. 
M.N.R. 


Fraser, D. R. & Co. Ltd. v. M.N.R. 
Guilhooly oz MENG es sauce cee 


1927 Ex. C.R. qW 


..1928 Ex. C.R. 75 


1941 3 D.L.R. 63 


1942 4 D.L.R. 433 
(B.C. Case) 


62 D.L.R. 175. 


1943 C.T.C. 131 
4 D.L.R. 548 


1927 60 O.L.R. 313 
1945 3 D.L.R. 225 
1942 1 D.L.R. 443 


1928 Ex. C.R. 61 


..1940 A.C. 138 


1938 Ex. C.R. 95 
1946 C.T.C. 13 


.1941 2 D.L.R. 218 


1936 unreported 


1929 8.C.R. 435 


1940 Ex. C.R. 171 
1946 C.T.C. 73 


1940 Ex. C.R. 130 


1924 A.C. 999 
1938 Ex. C.R. 39 


.1933 8.C.R. 131 


1939 S.C.R. 384 
1939 S.C.R. 384 


1927 3 D.L.R. $26 
1945 Ex C.R. 82 
1924 S.C.R. 445 
1927 60, O.L.R. 313 
1925 8.C.R. 59 


1938 Ex. C.R. 246 


1945 C.T.C. 429 


.1945 Ex. C.R. 
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Depreciation Allowance—Pioneer Laundry & Dry 
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Cleaners Ltd. v. M.N.R. 
Walkerville Brewery Ltd. v. M.N.R 


90 2 0 6 8b e spon 6 jo 


Wal Oe eh Om Ah Te 6,) es ehie-/ Syne: 


Depreciation—life tenant—Davidson v. The King........ 


Discretion of Minister—The King v. Noxema Chemical 


Co. of Can. Ltd. 


Pioneer Laundry and Dry Cleaners Ltd. v. M.N.R.... 


Sterling Royalties Ltd. v. M.N.R 


Walkerville Brewery Ltd. v. M.N.R 


National Petroleum Co. Ltd. v. M.N.R 
Wright’s Canadian Ropes Ltd. v. M.N.R......... 


Fraser, D. R. & Co. Ltd. v. M.N.R 
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Distribution to shareholders on winding up—Hope v. 


Distribution on winding up—Merritt v. M.N.R.......... 


Dividend—paid out of depletion reserve—McConkey 


v. M.N.R. 


Bahamas Gen’. Trusts v. Prov. Treas. Alta.......... 


Dividends from profits previously accumulated—Gagne 
R 


v. M.N.R. 


Dividends to non-residents—Northern Securities Co. v. 


The King. 


Dividend tax-free bonds—Waterous v. M.N.R........... 


Depletion—Burns & Jackson Logging Co. v. M.N.R...... 


Entity—(Separate)—Richardson v. M.N.R 
Pioneer Laundry v. M.N.R......... 


Hetate——salary—-Riddell: o MIN R:. es eo 
Davidson v. The King 


Examination—Lemay v. M.N.R 


Chant 


.1940 A.C. 127 
.. 1938 Ex. CR. 185 


Executors—income accumulating in hands of—Burns ». 


Executors fees—income—Capital Trust Co. v. M.N.R.... 
(Taxable in years paid not accrued) 


Exemption (Husband’s Wm. Kenedy v. M.N.R........... 
Exemption from tax—Geo. 8. Holmstead v. M.N.R...... 


Exemptions—Thos. Jackson & Sons Ltd. v. Municipal 


Commissioner (Man.). 
Exemption—in re Judges Salaries 


Expenses—Samson v. M.N.R 
Doms NatieGas'Co- ga VENER oon Sx as. 


charitable 


C16. Tee whee eeeet. « 
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.1941 S.C.R. 19 
—O’Reilley & Belanger Ltd. ». 

M.N.R. 

Roenisch v. M.N.R 
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1924 S.C.R. 445 
1939 4 D.L.R. 481 


1942 Ex. C.R. 124 
1945 Ex. C.R. 
1942 $.C.R. 178 
1939 4 D.L.R. 481 
1942 Ex. C.R. 


1942 Ex. C.R. 124 
1942 Ex. C.R. 102 


..1945 Ex. C.R. 


1946 C.T.C. 73 
1945 C.T.C. 429 


1929 Ex. C.R. 158 


1942 S.C. (April) 
1937 Ex. C.R. 209 


1942 1 D.L.R. 169 
1925 Ex. C.R. 19 


1935 Ex. C.R. 156 
1933 C.S.R. 408 


1945 Ex. C.R. 
1941 Ex. C.R. 136 


1945 Ex. C.R. 
1939 Ex. C.R. 248 
1946 C.T.C. 13 


1937 8.C.R. 192 


1929 Ex. C.R. 36 
1927 Ex. C.R. 68 
1936 8.C.R. 616 
1924 Ex. C.R. 151 
1943 Ex. C.R. 17 


1928 Ex. C.R. 61 


1931. bx CG: Reel 
1944 A. C. 126 


.1943 S.C.R. 58 


SPECIAL COMMITTEE 


Expenses of directors—Bahamas Gn’l. Trust Co. v. Prov. 1942 1 D.L.R. 169 
Treas., Alta. ; 
Expenses—entertaining—Riedle Brewery Ltd. v. M.N.R..1939 8.C.R. 253 
In Re Salary of Lieut. Governors.............19381 "Ex: O.Re/ 232 


Expenses—in hope of profit—Bonseadillac Gold Mines 1939 4 D.L.R. 537 
Ltd. v. Toronto. 


Family Corporation—Patrick v. M.N.R............465 1936 Ex. C.R. 38 
“Wamily’—Ramsay v. Prov. Treas. of Alta............. 1939 2 D.L.R. 707 


Garnishee—Workmens Compensation and Graham & 1944 C.T.C. 225 
’ Barrow and M.N.R. 1945 1 D.L.R. 557 


Illegal trade—Min. of Finance v. Smith................. 1927 A.C. 193 


Income from outside province A.G.B.C. v. B.C. Sugar 1932 1 D.L.R. 626 
Refining Co. 


Income—includes interest on capital—Bonscadillac Gold 1939 4 D.L.R. 537 
Mines v. Toronto. 


Esquimalt Water Works Co. v. Leeming......... 1930 2 D.L.R. 37 
Income accumulating—Jas. Cosman Estate v. M.N.R....1941 2 D.L.R. 218 


Royal Trust Co. v. M.N.R.......1931 8.C.R. 485 

Holden y5M:N; Revie cee eae ee 1933 A.C. 526 

Jas. B. McLeod v. M.N.R...... (Curry Case) 
1926 8.C.R. 457 
19382 Ex. C.R. 1 


Income, what included—Atty. Gen’s of B.C. v. Ostrum. .1904 A.C. 144 
: Sask. Co-op. Wheat Prod. Ltd. ». M.N.R. ..1930 §.C.R. 402 


Bonscadillac Gold Mines v. Toronto........ 1939 4 D.L.R. 537 
Income—right to choose cash or accrual basis—Trapp, 1946 C.T.C. 30 
T.D. v M.N.R. | 

Instalment—payment—The King v. Tor. Gen’! Trusts Co. 1942 Ex. C.R. 46 

(Ramsay Histate) ek © ecko cna coum abe tae 1942 Ex. C.R. 46 
Insurance—payments—B.C. Fir & Cedar Lbr. Co. Ltd. 1930 Ex. C.R. 59 

v. M.N.R. 1930 2 D.L.R. 241 
Insurance re employee—Re Gillespie (Alta.)............. 1943 C.T.C. 127 
Insurance—Annuity—Lumbers v. M.N.R............-4. 1944 S.C.R. 
Jnsursnce—Shaw. 0, MeN RAS. Oogles, ate kate este te 1939 Ex. C.R. 35 
Interest—Tax-free bonds—Black v. M.N.R............. 1932 Ex. C.R. 8 
Interest on borrowed Hie Baymond Corp. Ltd. »v. 1945 Ex. C.R. 11 

N.R 


Dupuis Freres Ltd. v. Min. of Cus- 1927 Ex. C.R. 207 
toms & Excise. 
Wallace Realty Co. Ltd........... 1930 8.C.R. 387 


Interest—Rates of (Sec. 66) Peter Birtwhistle Trust..... 1940 A.C. 138 
Interest added—advances to Non-resident Co. Julius 1940 Ex. C.R. 66 
Kayser & Co. Ltd., v. M.N.R. 


Interest—whether interest income to bondholder— 1946 C.T.C. 1 
Dominion Telegraph Securities v. M.N.R. 
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Interrogatories—Lemay Wyo E ENR tn diet ak Ln ean reste 19389 Ex. C.R. 248 


Interest portion of payment—The King v. Toronto Gen’] 1942 Ex. C.R. 46 
Trusts Co. 


Jurisdiction—Nanaimo Community Hotel v. Board of 1945 3 D.L.R. 225 
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(Siscoe Gold Mines Ete MNet ayers. thee Vea Wy. oh O45 Sixes 


Liability for tax-on receipt Beaver Lbr. Co. Ltd. v. Prov. 1943 C.T.C. 211 
Tax Comm 


Life tenant—Depreciation—Davidson v. The King....... 1945 Ex. C.R. 
Liquidation—Income earned during—North Pacific Lbr. 1928 Ex. C.R. 68 
Co. v. M.N.R. 
Machiarensow VEIN TRS as os rte ah eld as .1934 Ex. C.R. 18 
Living allowance—Samson v. M.N.R................... 1943 Ex. C.R. 17 


Losses deductible from investment income—Harry C. 1938 Ex. C.R. 208 
Hatch v. M.N.R. 


Losses—unsuccessful ventures—Highwood Sarcee Oils 1944 S.C.R. 92 
Ltd. v. M.N.R. 


Marriage contract (Que.) M.N.R. v. Estate K. Molson. ..1938 S.C.R. 213 


Managing Fee (Commission basis)—Wright’s Canadian 1945 Ex.C.R. 
Ropes v. M.N.R. 


Non-resident 5% tax—King v. Mexican Light & Power (Not rep. Exch. Ct.) 
Co. Ltd. 


Non-resident—5% tax—King v. Johnson Matthey & Co. 1988 Ex. C.R. 141 
(Canada) Ltd. 


Northern Securities Co. v. The King... ................ 1935 Ex. C.R. 156 
Oil Wells—Union Natural Gas Co. v. Dover.............1920 60 D.L.R. 640 
Highwood Sarcee Oils Ltd., v. M.N.R................1944 S.C.R. 92 

National Petroleum Co. Ltd. v. M.N.R.............. 1942 Ex. C.R. 102 
SNOOMCTAP AIL INa Lute wets eee ae hres Sonera 1933 3 D.L.R. 497 
Cini nits on vO ere NCR sco, coat ues at nee es Sale 1939 S.C.R. 384 


Personal Tax—King v. Montreal Telegraph Co. et al..... 1925 Ex. C.R. 79 
Personal Corpn. (estates) Ernest Gilman Inc. v. M.N.R. .1937 Ex. C.R. 98 


Personal and Living Expenses—Malkin v. M.N.R........ 1942 Ex. C.R. 113 

Personal Corporation—Port Credit Realty Ltd. v. M.N.R. 1937 Ex. C.R. 88 
Richardson v. M.N.R.. .1941 Ex. C.R. 186 
deductions—W. R. Wilson v. M.N.R.1938 Ex. C.R. 246 
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Preferred shares—borrowed capital—Dupuis Freres Ltd. 1927 Ex. C.R. 207 


v. Min. of Customs & Excise 
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Priority—re Workmen’s Compensation Bd. and Graham 1945 1 D.L.R. 557 
& Barrow-and M.N.R. 


Priority of Crown—King v. Max Lithwick.............. 1921 20 Ex. C.R. 2938 
: Excelsior Electric Dairy Machinery 1922 52 O.L.R. 225 
Canam’ of Tax for N.S.W. v. Palmer 1907 A.C. 179 
Profits—Capital—Merritt Realty Co. v. Brown......... 1932 S.C.R. 187 


Profits—Capital or Income (Anderson Logging Co. v. 1925 8.C.R. 45 
The King 1925 2 D.L.R. 143 
1926 1 D.L.R. 785 


Sask. Co-op. Wheat Prodt. Ltd. v. M.N.R............ 1930 §.C.R. 402 
Penalty—-Harrison vex 20) Sisters 2. gs ae re 1924 3 D.L.R. 312 
Priority in Bankruptey—Humberstone Coal Co. Ltd.....1925 3 D.L.R. 154 
Penalty—The King v. Smith. ss Se eee ee 1923 1 D.L.R. 820 
Rates of interest (Sec. 66)—Peter Birtwhistle Trust...... 1940 A.C. 138 


Retirement from office—payment on—Fullerton v. 1939 Ex. C.R. 13 
M.N.R. 


Residence—In re Income Tax Act (Man.)...............41 M.L.R. 621 
Retroactive Act—Kent v. The King............... atte 1924 S.C.R. 388 
Retroactive Agreemet of taxpayer—Malkin v. M.N.R....1942 Ex. C.R. 113 


Retroactive Rate—Liquid Carbonic Can. Co. Ltd. v. 1942 1 D.L.R. 443 
Prov. Treas. (Alta.) 2 


Redemption of Shares at premium—Massey v. M.N.R...1939 Ex. C.R. 41 


Real Estate—Merritt Realty Co. v. Brown..............1932 S.C.R. 187 
Reserve for unearned commissions—Kenneth R. S. 1944 Ex. C.R. 170 
Robertson. 
Resident—Thomson v. M.N.Riv i oe ee 1945 Ex. C.R. 17 
1946 C.T.C. 51 
Refund of taxes—Walkerville Brewery Ltd. v. The King..1938 3 D.L.R. 525 
Refund-—Davidson v. Fhe King 2 Sin. Sea Se eee eee 1945 Ex. C.R. 


eee effect of Statute—Dom. Textile Co. Ltd. v. 1940 Ex. C.R. 130 


Right of Appeal Rex. pc Bell cscs ne ce ee eee 1925 S.C.R. 59 

Right to Tax—Caron v. The: King i. fe.u tn eee 1924 A. C. 999 

Royalties—Spooner v. M.N.R.................2+.2+.2.--1933.3 D.L.R. 497 
Oil-B & B Royalties Ltd. v. M.N.R........... 1940 Ex. C.R .90 
Sterling Royalties Ltd. v. M.N.R............. 1942 Ex. C.R. 


Union Natural Gas Co. v. Dover............. 1920 60 D. L.R. 640 
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ALOIS WU LOLDOR re vee bo eiaiet, orssceon a hare fev hace 1921 56 D.L.R. 496 
Salary—Judges—In Re Income Tax Act (Sask.)......... 1932 4 D.L.R. 134 
Income of Estate—Riddell ». M.N.R............ 1938 Ex. C.R. 135 
Salary (Disallowance) Nicholson Ltd. v. M.N.R..........1945 Ex. C.R. 
Secrecy—Kaufman v. McMillan... eae ge Meine ae 19389 O WN 415 
Single Transaction—Re Hastings St. Properties Ltd...... 1931 1 D.L.R. 604 
(B.C. Case) 
Strict interpretation—Roenisch v. M.N.R............... 1931 Ex. C.R. 1 
Strict interpretation of Exceptions— 
Be CALITO AOL CLE arch Sree rece ae arr bbw Sees sia bake aves 1929 1 D.L.R. 711 
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Statutory Exemption—Husband and Wife, Hodgins v. 21 Nov. 1929 (Not 
M.N.R. LOE 
Ex. Ct. 


Stock dividend—King v. Johnson Matthey & Co. (Can- 1938 Ex. C.R. 141 
ada) Ltd. 


pec aLy of Non-res. Co.—Julius Kayser & Co. v. 1940 Ex.C.R. 66 
.N.R. 


Subsidiary Co.—Richardson v. M.N.R................6. 1941 Ex. C.R. 1386 
Subsidies—St. John Dry Dock v. M.N.R................ 1944 Ex. C.R. 186 
Tax-Free bonds—Black v. M.N.R.............0..--006- 19382 Ex. C.R. 8 
Jas. B. McLeod v. M. of C.E........... 1926 S.C.R. 457 
Transfer to Wife—M.N.R. v. Estate K. Molson.......... 1988 S8.C.R. 213 


eee within the Province A.G.B.C. v. B.C. Sugar Refining 1932 1 D.L.R. 626 
O. 


Unascertained beneficiaries—Peter Birtwhistle Trust v. 1938 Ex. C.R. 95 


M.N.R. 1939 4 All E.R. 149 
1940 A.C. 138 
Undisturbed Income—Hope v. M.N.R................0. 1929 Ex. C.R. 158 


Unascertained penchelnis aa tes v. M. of 1926 S.C.R. 457 


Jas. Cosman Estate v. M.N.R....... 1941 2 D.L.R. 218 
Upkeep of Estates—In Re Nanton...................4. 19384 42 Man R. 461 
Unascertained beneficiaries—Royal Trust Co. v. M.N.R...1931 S8.C.R. 485 
Wages paid by Dom. of C.—liability to tax 1987 A.C. 260 


(Worthington v. Atty. G. of Man.) 
(Forbes v. Atty. G. of Man.) 
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Wife’s income—reduction of husband’s exemption—Wm. 
Kenedy v. M.N.R ; 


Winding up—Hope 9. MN GR es ne he es ore oe 
Year of receipt—Kenneth R. 8. Robertson Ltd.......... 
In ¥é LendontS Drown. a.-en0 areca se 


(profit taxable in) Anderson Logging 
Co. v. The King. 


Yearly payments—Leeming v. Esquimalt Waterworks.... 


1929 Ex. C.R. 36 


1929 Ex. C.R. 158 © 


1944 Ex. C.R. 170 
1931 45 B.C.R. 92 
1925 2 D.L.R. 143 
1926 1 D.L.R. 785 


1931 1 D.L.R. 615 
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ORDER OF APPOINTMENT 


aut 
- 
* Fetus y 


san 


(Extracts from the Minutes of Proceedings of the Senate for 19th March, 1946) — 


Resclved—That a Special Committee of the Senate be appointed to 3 


examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, 


collection of taxes thereunder and the provisions of the said Acts by redrafting | 


them, if necessary, and to report thereon; 


(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; 

(3) That the said Committee shall have authority to send for persons, 
papers and records. 

ATTEST: 


L. C. MOYER, 
Clerk of the Senate. 


aye ye 


MINUTES OF PROCEEDINGS 


WEDNESDAY, 3RD APRIL, 1946. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the improve- 
ment, clarification and simplification of the methods of assessment, collection of 


_ taxes thereunder and the provisions of the said Acts by redrafting them, if 


necessary, met this day at 10.30 a.m. 


Present:—The Honourable W. D. Euler, P.C., Chairman; The Honourable 
Senators Aseltine, Beauregard, Crerar, Haig, Hugessen, Lambert, Léger, McRae, 


~ Moraud and Sinclair—11. 


In attendance: 


The Official Reporters of the Senate. 
Mr. H. H. Stikeman, Counsel to the Committee. 


Mr. J. Grant Glassco, F.C.A., submitted a brief on behalf of the Dominion 


Association of Chartered Accountants, and was questioned by counsel. 


At 12.30 p.m., the Committee adjourned until Tuesday, 9th April, instant, at 
10.30 a.m. . 
Attest.— 


R. LAROSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


THE SENATE 
Wepnespay, APRIL 3, 1946. 


The Special Committee of the Senate to consider the provisions and workings 
of the Income Tax Act, etc., resumed this day at 10.30 a.m. 


Hon. Mr. Euler in the Chair. 

The CHarrMAN: Gentlemen, we have before us Mr. J. Grant Glassco, Mr. 
H. P. Herington, Mr. H. C. Hayes and Mr. H. G. Norman from the Dominion 
Association of Chartered Accountants Their brief is to be presented by Mr. 
Glassco. - We will proceed in the usual way: we will hear Mr. Glassco without 
interruption, I hope, then Mr. Stikeman will put his questions, after which we 
ourselves may desire some further information from the witness. 

Mr. Guassco: Mr. Chairman and honourable senators— 

Hon. Mr. Hate: Would Mr. Glassco kindly tell us who he is? 

Mr. Guassco: I am a member, sir, of the Legislation Committee and of the 
Bee arate of that committee which was given the task of preparing this 

rief. . 

Hon. Mr. Hata: Thank you. 

Mr. Guassco: Mr. Chairman and honourable senators: 

The following submission is made on behalf of The Dominion Association 
of Chartered Accountants which is a body incorporated by act of the Parlia- 


.ment of Canada. Our membership comprises some 2,700 members of the 


institutes or societies of chartered accountants of the nine provinces of Canada. 
Approximately 60% of our members are engaged in auditing and other phases 
of public accounting, and the remaining 40% occupy positions in govern- 
mental, industrial or financial organizations, usually in some capacity identified 
with accounting, finance or taxation. The members of our profession are, there- 
fore, in a position to observe the practical workings of the Canadian tax 
system. 

This brief has been prepared by a special committee appointed for the 
purpose, and has been approved by the Legislation Committee of the Association. 

Having regard to the terms of reference, we understand that your Com- 
mittee is concerned primarily with the administrative aspects of the income 
and excess profits taxes and that questions bearing upon the fiscal policy 
underlying the enactment of such taxes are beyond the scope of your inquiry. 
But the work of administration is affected by the actual taxes imposed, and 
is further governed by certain specific provisions of the acts, so that some 
consideration is necessarily given to the tax acts as a whole. On this ground 
we have prepared our submission under the following main headings:— 


Legislation 
Assessments 
Discretionary Powers 
Appeal Procedures 
Summary 


As a preliminary, however, may we remind ourselves that problems of taxes 


and tax administration are not new, and that for hundreds of years there has 


been consideration of public requirements and how to meet them. In a study 


_ of this problem Adam Smith laid down four maxims of taxation, three of which 
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relate basically to the qualities which make up sound administrative policy. 
These are as follows:— 


The tax which each individual is bound to pay, ought to be certain _ 


and not arbitrary. The time of payment, the manner of payment, the 
quantity to be paid, ought all to be clear and plain to the contributor, 
and to every other person. . . 


Every tax ought to be levied at the time, or in the manner, in ~ 


which it is most likely to be convenient for the contributor to pay it. . . 

Every tax ought to be so contrived, as both to take out and to keep 
out of the pockets of the people as little as possible, over and above 
what it brings into the public treasury of the state. 


While these principles were enunciated many years ago, they are, in our 
opinion, fully applicable and sound under present-day conditions. If we apply 
them in more direct language to the two tax laws which are under discussion, 
the following specific objectives can be drawn up as representing a desirable 
goal in our tax administrative policy :— 


(2) Every taxpayer should be able to determine his tax liability 


with certainty. 


Every taxpayer should be able to ne his tax liability 


filing of returns and payment of tax, and the manner in which payment 

| must be made. 
(3) All taxpayers should receive equal treatment and no grounds 
should be given upon which the suspicion of discrimination can be founded. 


a ee, ee ee re ee 


(4) The méthods under which the taxes are assessed and collected - ! 


should be as convenient as possible to taxpayers generally. 
(5) The total costs involved in assessing and collecting the taxes 
should be minimized through efficient administrative organization. The 


costs (in time and money) to the taxpayer in meeting the requirements of 


the administration should also be minimized by efficient and reasonable 
procedures. 


(6) Taxpayers should have means readily available for obtaining = 


prompt and final settlement of grievances, and for appeals at reasonable 
cost. 

(7) The tax laws and their administration must be kept in good re- 
pute through obvious consistency of ‘treatment and by vigorous prosecu- 
tion of all cases of evasion. 

Certain. of these objectives already have been attained. In others, 
much-remains to be done, and the following observations are put forward 
in the hope that they may assist your Committee in its task. 


LEGISLATION 


As public accountants we feel that we are in a position to appreciate the 
many and varied problems involved in the determination of income, and our 
first comment, on the matter of legislation itself, is that much of the criticism 
so often directed at the administration ; is really due to the provisions of the acts 
themselves. In our opinion no one, however able and however ably supported, 
Da be expected satisfactorily to administer the tax statutes in their present 
orm 


It is particularly difficult to reconcile the determination of income under — 


the tax acts and the various interpretations, regulations ‘and exercises of dis- 
cretion thereunder, with the meaning of income as ordinarily understood in 
business and determined through recognized accounting practices. In support — 


wv 
i 
oe 


TAXATION (he 


of this point we quote the following words of the ee of the Exchequer 


— Court of Canada in the judgment in the case of Thomas D. Trapp and the Min- | 


ister of National Revenue:— 

It is generally conceded that in many cases, if not in most, the true 
net profit or gain position of a taxpayer, particularly if he is in business, 
cannot be ascertained otherwise than by an accounting method on the 
accrual basis. A person who has accounts receivable at the end of the 
year and owes accounts payable for debts relating to the earnings of such 
year but keeps his accounts only on a basis of cash received and cash 
expended will frequently arrive at an amount of income “received” during 
the year that is not a reflection of his true net profit or gain for such 
year. But under the Income War Tax Act, as it stands there is no place, 
as a matter of right, for the accounting method on an accrual ‘basis, even 
if it does not reflect the true net profit or gain of the taxpayer, and it 
must give way to the express provisions of the act. Income tax law in 
Canada in this respect lags far behind ‘that of the United Kingdom and 
the United States and runs counter to well recognized principles of sound 
business and accountancy practice. 


- The Income War Tax Act was enacted in 1917 and has been amended every 
year with the exception of the years 1921 and 1929. The Excess Profits Tax Act, 
first. enacted in 1939, and repealed and re-enacted in substantially different 


form in 1940, has been amended in each of the subsequent years. 


This pattern of annual amendments has persisted for nearly thirty years 
without a revision of the statute, and it is not surprising that the cumulative 


_ effect has been to render the law, in its present form, extremely difficult: to 


understand. Some of the most important of the amendments have been designed 


to frustrate tax evasion and in that field the points of difference between our 


tax laws and the British and United States systems have required: legislation 


of a type not found in the laws of those countries. In addition, there has been 


a mass of legislation concerned with various special taxes, exemptions and. 


allowances, introduced in such a manner as to do great damage to the coherence 


and clarity of the statute. In our view a complete revision of the statute is 


urgently required if taxpayers generally are to be expected to understand the law. 

We feel that another of the major contributory causes for the unsatisfactory 
state of the present legislation has been the hasty manner in which much of the 
amending legislation has been enacted by parliament, and we are strongly of 
the view that it is in the public interest that future legislation should be sub- 


jected to careful scrutiny and criticism in advance of enactment. Attached 
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thereto, as exhibit A, is a schedule showing for the past eight years the dates 
when the Minister of Finance has made his budget speech, when the tax legis- 
lation first appeared in the House of Commons and when the parliamentary 
session ended. The frequency with which such legislation was introduced in 
the dying days of the session is striking, and in many instances there has been 
no time for any effective criticism of the proposed tax measures before they 
actually became law. These conditions are, in part, responsible for the fact 
that certain sections of the acts are almost completely unintelligible to the 
layman. In other cases, hasty drafting and the lack of opportunity for criticism 
have resulted in legislation different from the budget proposals which the 
amendments were supposed to implement. 

It is our view that tax legislation should go to a committee of one or both 
houses of parliament after it has received first reading in the House of Commons, 
and that the public should be given an opportunity of being heard before such 
committee. Even if changes in the rates of taxation to be levied cannot properly 
be debated in such a committee, there would still be considerable value in 
receiving the views of the public at large upon the other amendments. 
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We refer later to the wide discretion which is granted to the Minister ' 
under the existing acts, and we would observe here only that clarity and certainty 
are desirable objectives and in order to achieve them it is essential that the 
granting of discretionary powers should be kept to a minimum in future 
legislation. 4 

Many legal and administrative decisions disallowing expenses on the grounds 
that they were not necessary for the purpose of earning the income have been — 
based on legislation and jurisprudence of a period when business was carried on — 
in a manner entirely different than at present. As an example, it is difficult to — 
understand why, under the conditions of modern financing, the discount and — 
expenses relative to a bond issue cannot be amortized as part of the effective 
interest expense over the life of the bond. It is our view that provisions should — 
be made in the act so that taxable income would be determined only after — 
making deductions in accordance with recognized sound business principles cur- — 
rently applicable to the business of the taxpayer. 4a 

We have one further observation to make concerning the complexity of — 
our income tax legislation. Taxpayers are constantly complaining that the forms os 
and returns which are required are complex and difficult to understand. 

As Mr. Elliott has properly pointed out to you, most of these difficulties — 
stem directly from the legislation. It is our view that simplification of the law 
could be achieved without any important loss of revenue. | 


aise teaches 


TAXATION - 


EXHIBIT A 
DATES RESPECTING THE BUDGET AND BILL TO AMEND THE 


INCOME WAR TAX ACT 


Ist reading 


- 8rd reading” 


fg 


1) 


of bill to of bill to 
amend amend 
Income Income 
Date War Tax War Tax Date of prorogation, dissolution 
of budget Act Act or adjournment 
OS Ss 0.6 16th June 24th June 29th June Ist July 
1939 (1st 
session)... 25th April 22nd May 24th May 3rd June 
1939 (2nd 
session)... 12th Sept. 12th Sept. 12th Sept. 12th September 
BOA oth to ne 24th June 18th July 23rd July 7th August (adjourned until 
5th November, 1940) 
BOAT ass 29th April 13th May 5th June 14th June 
POO See 23rd June 22nd July 3lst July Ist August 
TOA TE OS YS Ss 2nd March 20th April 21st April 24th July (adjourned until 
24th January, 1944) 
1044 ve ew 26th June Ist August 9th August 14th August (adjourned until 
3lst January, 1945) 
18 BSS ag pon ae 12th Oct. 8th Dec. 13th Dec. 18th December 
ASSESSMENTS 


‘One of the essentials of an efficient tax administration is the prompt and 
definite determination of the taxpayer’s lability. 

During the war years, having regard to the ‘administrative problems 
resulting from the enormous increase in number of taxpayers, the introduction 
of the excess profits tax, as well as staff difficulties, little, if any, improvement 
could have been expected in so far as the promptness of assessment was 
concerned. However, it is submitted that never since the introduction of the 
income tax act have all the taxpayers returns been assessed within what could 
be considered as a reasonable delay. 

In his evidence before your committee Mr. Fraser Elliott said: “We have 
assessed during the past five fiscal years ended March 1941 to 1945 inclusive, 
6,880,424 individual returns, which is 82 per cent of all the returns received in 
the same periods; while for corporations in the same five year period, we have 
assessed 126,039 returns, which is 86 per cent of the total returns received in 
the same period.” Our experience leads us to believe that many corporate tax- 
payers are still encountering serious delays in obtaining assessments. The 
position of 595 corporate taxpayers taken at random in the cities of Montreal 
and Toronto was examined in December, 1945 on our behalf in order to deter- 
mine in each case the last fiscal year which had been assessed. The following 
is the result of this survey:— 


Number of Percentage Last Taxation 
Taxpayers of Total Year Assessed 
129 22 1939 and prior 
85 144. 1940 
150 25 1941 
131 214 1942 
88 163 1943 
2 4 1944 
595 100 
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With the relatively low tax rates in effect prior to the war, lengthy delays 
in obtaining an assessment, while annoying to the taxpayer, were perhaps not 
of great importance financially. With the increases in rates during the war and 
the probable maintenance of rates substantially above pre-war levels, assess- 
ment delay has worked and will continue to work a very serious hardship on 
the taxpayer as, in view of the ambiguities and uncertainties arising from the 
legislation, the amounts involved are often such that it is impossible to prepare 
accurate financial statements upon which to base future plans. 

Based on experience gained in the practice of our profession, we offer the 
following comments and suggestions in connection with assessment delays and 
interest charges which we believe are the points which come in for criticism 
generally by the public in so far as assessment practices are concerned. 

Except in cases of fraud, the act provides that the Minister may not re-open 
an assessment after the lapse of six years from the date of the original assess- 
ment. There would appear to be no good reason why any right of re-assess- 
ment should be vested in the Minister, except in cases of fraud, or why the 
administration should not be required to assess a taxpayer within a relatively 


short time from the date on which the returns are filed. Other government > 


departments and private business are required to do a year’s work in one year 
and we see no reason why the department should not be organized in the future 


so that under normal conditions one year’s tax returns may be assessed in - 


the year following their receipt. 3 zs 

Interest paid to the Crown on assessments is not allowed as an expense 
in computing the taxable income; furthermore, the Crown does not pay interest 
on amounts of income and excess profits taxes overpaid by the taxpayer. When 
tax rates were low, the amounts involved were not, as a rule, of great conse- 
quence. The existing tax rates coupled with the constantly increasing difficulty 


of the taxpayer of determining his tax liability as a result of ambiguities and © 


unpublished rulings, have materially altered this situation. This treatment of 
interest by the department is a constant source of annoyance and loss to the 
taxpayer, particularly as regards the disallowance of interest as an expense, 
because in many cases the interest liability is increased substantially through no 
fault of his.own but as a result of the lengthy delays before the determination 
of his lability by the department. 

In order to remedy the existing situation-discussed briefly in the foregoing, 
the following is suggested: — 


(a) That the right of the Crown to vary the tax liability as calculated 
by the taxpayer should expire within two years from the date prescribed 
for the filing of the taxpayer’s return, or the date of filing, whichever 
is the later, except in cases of fraud. It may be that this should be 

_ extended to three years until the existing backlog has been disposed of. 

(b) That the interest due the Crown on a taxpayer’s assessment for 
the period from the day prescribed for the filing of the return to a date 
one month after the date of assessment or in the case of an appeal, until 
the date the taxpayer’s liability is finally determined, .be allowed tax- 
payers as an expense in determining taxable income in the same manner 
and on the same basis that bank interest is allowed. 


(c) That interest be allowed at.2%, or some other appropriate rate 


depending on current interest rates, on refunds due the taxpayer. In 
making this recommendation, the administrative difficulties arising out 
of the multiplicity of small refunds being made are recognized. If the 
calculation of interest on small balances represents too great an adminis- 
trative task, we suggest that some level be struck below which interest 
be neither credited nor charged. 
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DISCRETIONARY POWERS 


At the present time there are ninety-five sections or sub-sections of the 


- Income War Tax Act wherein the Minister is empowered to exercise discretion; 


in addition, The Excess Profits Tax Act, 1940, contains twenty-eight similar 


sections or sub-sections. Apart from the discretionary powers granted the 
- Minister, section 32(A) of the Income War Tax Act and section 15 of the Excess 


Profits Tax Act grant important powers of a discretionary nature to the Treasury 


Board. 


These discretionary powers deal with a wide range of subjects, from purely 
administrative matters of a totally unobjectionable nature to major matters pro- 
foundly affecting the quantum of taxation, where the granting of discretion may 
represent almost a delegation of taxing powers to the administration. For the 
purpose of this submission we have prepared (exhibit B) a list of the principal 
matters covered by these discretionary powers. In preparing this analysis we 
have adopted an arbitrary grouping which we believe follows the practical 
operation of the various sections. The main divisions are as follows:— 


A. Administrative and punitive powers 

B. Powers which make the minister the judge of reasonableness or equity 
C. Powers which constitute the minister the judge of the facts 

D. Powers to grant or refuse exemptions and allowances 

E. Power to approve a pension fund or plan 


Before proceeding to a discussion of the several groups we should express 
our general view that the granting of discretionary power in a wholesale manner 
has brought about a highly unsatisfactory state of affairs. Specifically, the 
present situation is open to the following criticism:— 


(a) The liability of taxpayers in many cases cannot be ascertained 
with certainty when the tax is due to be paid. 

(6) Where prospective transactions may result in taxation, the 
amount of which depends on the exercise of discretion, application for a 
ruling must be made before the tax can be ascertained. This involves 
expense and delay and in some cases the taxpayer is unable to obtain a 
ruling on the point at issue. 

(c) In the absence of any public knowledge of the principles which 
govern the exercise of discretion there may be inconsistency and involun- 
tary discrimination in the application of the tax to the taxpayer. 

_(d) The deputy minister is required to accept an unfair degree of 
responsibility and is entrusted with more power and authority than should 
be entrusted to a single individual. 


The foregoing criticisms do not arise from any particular changes which 


have been made in the legislation in the last few years, although we believe there 


has been a tendency in wartime amendments to grant discretionary power rather 
than grapple with the difficulties of drafting explicit legislation. With the great 
rise in rates of taxation, however, this whole subject has acquired a new im- 
portance, and the amounts involved may be so great that the exercise of discre- 
tion may vitally affect the taxpayer. In these circumstances we believe it is 
of paramount importance to reduce the range of discretionary power to the mini- 
mum and to provide the taxpayer with access to the courts whenever he considers 
that his assessment is inequitable or arbitrary. 


‘A. ADMINISTRATIVE AND Punitive Powers. In the attached schedule items 
1 to 18 are referred to as matters of administrative routine and it is recognized 
that in a number of cases the powers granted the Minister are merely enabling 
powers, and proper and necessary for purposes of administration. Items 19 to 
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24 fall into a slightly different category and in several cases vest almost absolute 
power in the Minister. 


B. PoWERS WHICH MAKE THE MINISTER THE JUDGE OF REASONABLENESS OR 
Equity. In general the powers which are described under this heading are subject 
to criticism on the grounds that. the taxpayer is denied the right to appeal from 
the minister’s determination. Many of the matters covered are complicated and 
difficult, but are susceptible of support and proof by presentation of proper 
evidence. We make the general submission that each of these powers should be 
qualified so as to permit a complete review of all the aspects of the case by the 
courts, or, alternatively, the enactment of a general section similar to that 
contained in legislation of other. countries that where an appeal is taken to the 
courts from the exercise of discretion by an administrative official, the court 
will have the right to regard the discretion as not having been exercised and 
to substitute its own discretion for that of the administrative official. Most of 
the matters referred to under this heading bring into play principles of justice 
and equity and, regardless of the administrative procedure adopted in the 
exercise of discretion, the finality of the administrative decision, particularly 
when no publicity is given thereto, may often lead disappointed taxpayers to the 
opinion that their case has not been fairly dealt with. 

In particular we refer to item 29 which is the power contained in section 
6 (2)—to disallow any expense which the minister in his discretion may deter- 
mine to be in excess of what is reasonable or normal for the business carried on 
by the taxpayer, etc. In another part of this submission we express the view 
that the definition of income should be changed to accord with the ordinary and 
accepted commercial and industrial concept. If this is done there is no occasion 
to grant a specific power to the minister to disallow any expense which he thinks 
is unreasonable and if there is to be a difference of opinion as to what the true 
income of the taxpayer has been, surely that is a question which can best be left 
to the courts to settle. We point out in passing the enlargement in the terms of 
section 6 (2) which took place in 1940 and the much more restrictive language 
which it replaced. 

Item 47 referring to the power of the minister to appeal decisions of the 
Board of Referees to the Treasury Board is, in our opinion, contrary to prin- 
ciples of justice in that there is no notice to the taxpayer of the taking of such 
appeal and he is not given an opportunity to appear before the Treasury Board. 
In the ordinary course the Board of Referees receives a written submission from 
the taxpayer and has a hearing at which the circumstances are discussed at 
considerable length. No verbatim record is made of the proceedings but, based 
on all the evidence, the board makes a finding which it submits to the minister 
for approval. The act provides that the minister may, without even advising 
the Board of Referees and without having heard: any of the evidence at the 
hearing, appeal the decision to the Treasury Board; thus the latter body has 
before it merely the opinion of the minister which, at best, has been formed 
with a limited knowledge of the facts of the case. It is submitted that such a 
provision is entirely unjustifiable. 


C. POWERS WHICH CONSTITUTE THE MINISTER THE JUDGE OF THE Facts. 
Under this heading are 26 items which give the minister power to determine a 
set of facts which, in many cases, are demonstrable by the simple production of 
evidence. Our general submission on this group is that the reference of so many 
matters of fact to the discretion of the minister is unsatisfactory in that it 
impairs the certainty of the legislation, gives rise to delay and expense in deter- 
mining whether the minister is, or is not, satisfied and may deny the taxpayer 
the right to a judicial interpretation of the facts. In our view most of the 
discretions granted under this heading should be stricken out of the act. 
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D. Powers To GRANT OR REFUSE EXEMPTIONS AND ALLOWANCES. These 
powers are extremely important to taxpayers engaged in business, particularly 
those relating to the authority of the minister to fix the amount of allowance for 
depreciation and a reserve for bad debts. In general, most of these powers are 
unnecessary and inappropriate if the legislation is made specific, and we consider 
it desirable that to the fullest possible extent the statute itself should say who 
and what is to be taxed. 

The question of a reserve for 'bad debts is one in respect of which it is, 
admittedly, difficult to legislate specifically, and we recommend that the basis 
of the reserve should be the subject of regulations prescribed by the minister. 

Depreciation is one of the most important matters involving the use of 
discretion. The statutory provision as to depreciation was originally similar 
to that governing depletion and was found in section 5 of the act headed 
“Deductions and exemptions allowed”. Shortly after the decision of the Privy 
Council in the Pioneer Laundry case, the depreciation provision was removed 
from section 5, and section 6 (n) was enacted under the heading “Deductions 
From Income not Allowed”. The apparent intention of this change was to deny 
to any taxpayer what the courts in the Pioneer Laundry case had expressed as 
being the legal entitlement of the taxpayer under the then provisions of the 
law to a reasonable allowance for depreciation and we can see no grounds which 
justify such a manoeuvre on the part of the administration. 

Under the U.S. Revenue Law a taxpayer is entitled to a deduction in respect 
of the loss sustained by him as a result of depreciation and obsolescence and we 
believe that our law should be changed to re-establsh: the legal entitlement of the 
taxpayer. The tax procedure in connection with depreciation is of the greatest 
importance to business and in the light of experience gained in this country, the 
United States and England, we believe that the following principles are funda- 

mental to proper tax administration of depreciation accounting: 

(a) The allowances made for depreciation should be regarded as the recovery 
of capital moneys by charges to operations over the useful life of the asset 
acquired, thus losses in service value arising from ordinary wear and tear and 
from obsolescence should be equally admissable as income deductions for tax 
purposes. Only with a policy under which losses from obsolescence are clearly 
allowable can business be expected to take prompt advantage of technological 
improvements which may peCuiny the retirement of fixed assets before they are 
physically exhausted. 

(b) While the ee are made to the taxpayer should be limited to his 
total cost regardless of replacement values, he should be permitted to recover the 
whole of his cost by charges to operations and no losses or gains on asset retire- 
ments should be treated as capital losses or gains unless they arise from trans- 
actions which are clearly extraneous to the ordinary business of the taxpayer. 

(c) In determining the rate of amortization of capital costs the taxpayer 
should be permitted within the limits of generally accepted accounting practice 
the widest possible latitude, as in the long run business is the best judge as to an 
appropriate rate. Moreover, over a period of years its makes little difference to 
the revenue at what rates depreciation is applied. The purpose of this recom- 
mendation is not to grant any special advantage to the taxpayer but merely te 
relieve business generally and the administration from the difficulties and vexa- 
tions involved in imposing any fixed pattern of rates upon the taxpaying 
community. 


E. Powrr TO APPROVE A PENSION FUND OR PLAN. This power is of an extra- 
ordinary nature because judging from the manner in which it is exercised the 
purpose is apparently social rather than fiscal. If the government wishes to use 
tax exemptions as a means of promoting certain social developments it will find 
many precedents for its action. It may be that the Tax Department is the one 
best suited to the task of passing upon the acceptability of a pension plan in the 
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light of the government‘s aim in the matter, but we suggest that it be frankly 


recognized that such powers are of a special nature and totally foreign to the 


tax-gathering functions of the Minister. 


GENERAL. The attached schedule does not include section 32A of the Income 
War Tax and section 15 of The Excess Profits Tax Act, 1940. The powers and 
discretion in these sections are granted to the Treasury Board rather than to the 
minister. These sections by their very nature tend to create doubt as to the entire 
tax situation of taxpayers, and their introduction during the war was excused by 
the Minister of Finance on the grounds of the national emergency then existing. 
It was freely conceded that there is no place in normal times for such broad and 
arbitrary powers. We recommend, therefore, that these sections be repealed. The 
traditional attitude of the courts has been that parliament in its tax legislation 
must bring the subject clearly within the letter of the law, and that the subject 


has every right to examine the legislation and so order his affairs as to pay as . 


little tax as possible. At the height of our national peril many took the view that 
such a proposition could not hold in wartime and that manoeuvres designed to. 
reduce or avoid taxation were immoral and should be prevented at all costs. The 
parliament of Great Britain was the first to enact the legislation upon which 
section 32A is patterned and it appears to us that the main value of such legisla- 
tion lay not in the penalties which were exacted under it but in its effect as a 
deterrent to those contemplating ways and means to reduce their taxes. However, 
to lay down the principle that it is wrongful to minimize liability to taxation in 
normal times comes perilously close to saying that the taxpayer must conduct his 
affairs so as to expose himself to the maximum of taxation. With taxes at their 
present and probable future levels it is impossible for the average business man 
not to allow tax considerations to affect his judgment and’ course of action, and 
it is fatuous to assume that under a system of private enterprise business men 
are going to select the course which leads to maximum taxation. For these 
reasons we consider it important to revert as quickly as possible to a rule of law 
and until we do so there will be no certainty or finality in our tax system. 

We refer elsewhere in-this submission to the desirability of publicity in 
connection with the assessment principles and practices adopted by the admin- 
istration. We submit that many of the disputes and complaints which arise 
under those sections which now grant discretion to the minister could be avoided 
entirely if the taxpayer was advised in advance of the requirements of the ad- 
ministration. 

There are several recent decisions of the Exchequer Court which seem to 
clarify to a considerable extent the taxpayer’s position on an appeal from an. 
assessment which embodies an exercise of discretion. We would refer the Com- 
mittee to an article entitled “Ministerial and Administrative Discretion” dated 
20th December 1945 which appears at page 6001 to 6026 of the Dominion of 


Canada Taxation Service (De Boo). It may be of interest to quote the following 


conclusions as to the legal situation, which are to be found at pages 6025-6026: 


“The exercise of ministerial discretion may come before the courts as a° 


facet, or one of the elements, in the making of an assessment upon a taxpayer, 
by way of an appeal from such assessment. 

“The court will consider the assessment to see that it has been: properly 
made on all counts. 

“If the element of discretionary exercise in the assessment satisfies all the 
tests of legal propriety as earlier set out, then, assuming the assessment to be 
otherwise in order, the court will not interfere in any way with the conclusions 
of the discretion or the issue of the assessment. | 

“Tf, however, the discretion has been improperly exercised in the light of 
the established legal principles, all that the court may do is to refer the assess- 
ment back to the minister to be made correctly. 
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“It does not appear that there can ever be a case where the court can review 
the actual substance of the minister’s discretion, even if improperly made, and 
substitute its opinion for the minister’s.” 

The conclusions above set out appear to support our view that under present 


conditions the right of the taxpayer to appeal an assessment where discretion 


has been exercised by the minister is of very limited value. 
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EXHIBIT B 


ANALYSIS OF DISCRETIONARY POWERS 
INCOME WAR TAX ACT AND EXCESS PROFITS TAX ACT 


A. Administrative and Punitive Powers 


14. 


(a) Administrative Routine: 


. Power to disallow change in fiscal period of taxpayer. 


Sec. 2(1) (s) (ii)—(‘‘the minister may, in his discretion, disallow”) 


. Power to prescribe by regulation method of determination of present value of an- 


nuities and approval of mortality tables. 
Sec. 3(1) (b) and 9A (1) (b)—(“as the minister may by regulation prescribe”; 
“approved by the minister”) 


. Power to determine, in the case of multiple trusts, the trustee in whose hands the 


income of all the trusts will be taxed. 
Sec. 11(2)—(“as the minister may determine”’) 


. Right to nominate person who shall make return on behalf of corporation, etc. 


Sec. 35(1) and 36(3)—(“as the minister may require”) 


. General power to enlarge the time for making returns. 


Sec. 40—(“The minister may”) 


_ Exercise of power and authority of a commissioner under The Inquiries Act. 


Sec. 45—(“may make such inquiry as he may deem necessary”’) 


. Right to specify records to be kept by taxpayer. 


Sec. 46—(“may require ....as he may prescribe”) 


. Power to designate where books and records to be kept. 


Sec. 464 (1)—(‘‘as the minister may designate”) 


. Control over disposal of records by taxpayers. 


Sec. 46A(2)—(“until written permission ... .is obtained”) 


. Right to assess and re-assess. 


Sec. 55—(“The minister may”) 


. Right to make refunds without application from taxpayer. 


Sec. 56—(“The minister may”’) 


. Power to extend time for making appeals re taxpayers in Armed Forces. 


Sec, 58(1) (a)—(“with the consent of the minister”) 


. General power to make regulations deemed necessary to carry Act into effect. 


Sec. 75(2)—(“The minister may”) 
Power to make regulations deemed necessary to carry into effect Dominion- 


Provincial agreements with respect to income taxes. 


15. 
16. 
dilin 


18. 
19. 


20. 
21. 


22. 
23. 


24. 


Sec. 76A(2)-—(“The minister may”) 

Power to reduce or waive penalty for failure to file returns in certain cases. 
Sec. 77(3)(b) and 77(4)—(“the minister may”) 

Power to authorize person to lay information or complaint. 

Sec, 82(1)—(“authorized . . . . by the minister’) 

Right to limit allowable costs for purposes of tax credit re capital expenditures. 
Sec. 90(3), (4) (x), (5) and (6)—(“as the minister may determine”; “the minister 
shall have power to determine”) 

Tax deductions at the source—regulations, etc. 

Sec. 92(2), (3) and (4)—(“may by regulation prescribe”) 

(b) Special Administrative Matters: 


Power to decide whether taxation treatment by other countries of ships and air-— 


craft qualifies for reciprocal exemption. 

Sec. 4(m)—(“in the opinion of the minister’’) 

Power to decide which of two taxpayers is entitled to benefit of depletion allowance. 
Sec. 5(1) (a)—(“the minister shall have full power”) 

Power to pass on acceptability of evidence as to tax paid and income derived by 
non-resident subsidiaries, etc. 

Sec. 8(3) and XP 9(3)—(“evidence satisfactory to the minister”) 

Where tax avoidance feared, a dividend may be deemed to have been distributed 
and the shareholders taxed accordingly. . 

Sec. 138(2)—(“Where the minister is of the opinion. . . . power to determine”) 
Where husband and wife are partners, the whole business income can be attributed 
to husband or wife. 

Sec. 31(1)—(“in the discretion of the minister’) 

Notwithstanding return made by taxpayer or in absence of return, minister may 
determine amount of tax. 

Sec. 47—(“the minister may determine”) 
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8B. Powers which Make the Minister the Judge of Reasonableness or Equity 


25. 
26. 
27. 


se oO wg 
29. 
30. 


ol. 
32. 
33. 


34. 


36. 


37. 


40. 
41. 


42. 


(Nore: 


. Power to direct that in fixing standard profits of new businesses, standard profit 


47. 


Power to determine whether 4(k) (Companies) who fail to file returns within re- 
quired time have reasonable cause for delay and may be excused from penalty. 

Sec. 4(k)—(‘‘the minister shall be the judge”) 

Power to determine just and fair depletion allowance for mines, oil and gas wells 
and timber limits. 

Sec. 5(1)(a)—(“The minister . . . . may make’’) 

pee to determine what is reasonable rate of interest on borrowed capital used in 
usiness. 

Sec. 5(1) (b)—(“‘as the minister in his discretion may allow’’) 

ower to pass on reasonableness of charges made by controlling companies abroad. 
Sec. 6(1) (4)—(C“if the minister is satisfied”) 

Power to decide that any expense is in excess of what is reasonable or normal. 
Sec. 6(2) and XP 8(b)—(“the minister may”; “in his discretion may determine’’) 
In determining earned income, minister may reduce salaries, etc., to amount com- 
mensurate with services actually rendered. 

Sec. 6(3)—(“decision . . . shall be final and conclusive”) 
Determination of extent to which expenses may be applicable to earned income 
and investment income, respectively. 

Sec. 6(4)—(“determination . . . . shall be final and conclusive”) 

Similar power of apportionment of expense between taxable and non-taxable 


‘income. 


Sec. 6(5)—(‘“‘the minister shall have full power’) 

Power to determine what income is taxable in case of persons resident both in 
Canada and abroad. 

Sec. 9B(7)—(“the minister may determine’’) 

Right to fix the income value of property, the upkeep of which is required under 
the terms of a will or trust. 

Sec. 11(5)—(“as the minister may prescribe”) 


. Right to determine what accumulation of profits by corporation exceeds what is 


reasonably required for the purposes of business. 

Sec. 18(1)—(‘af the minister is of the opinion’’) 

Right to determine the fair price of commodities sold by one company to a related 
company. 

Sec. 23—(“the minister may determine’’) : 
Power to determine amount of interest deemed to be received by Canadian com- 
pany on advances to non-resident company. 

Sec. 23A—(“the minister may . . . determine’) 


. Right to decide whether transactions with non-resident affiliates conform to general 


business practice. 
Sec. 23B—(“unless the minister is satisfied”) 


. Where creative operations are carried on in Canada by non-residents, the right 


to determine what proportion of the income therefrom shall be taxed in Canada. 
Sec. 26—(“the minister shall have full discretion’’) 

Similar provision in the case of non-residents soliciting orders or offering for sale 
in Canada. 

Sec. 27A—(“the minister shall have full discretion”) 

Power to determine fair market price where assets are sold to shareholders of a 
corporation. 

Sec. 32B—(“the minister shall have full power to determine’’) 

Right to decide which mines shall be entitled to the three-year exemption for new 


mines. e 
Sec. 89(2)—(“‘the minister shall determine’’) 


. Where parents fail to agree as to deduction in respect of dependent child, minister 


may determine which taxpayer should have the deduction. : 
First Schedule, Sec. 1, Rule 6—(‘“‘unless the minister otherwise determines’’) 


. Power to adjust standard profits of taxpayers in respect of changes in length of 


fiscal period, alterations in capital employed, and changes in volume of production 
of gold mines and oil wells. Tae Signi 
Sec. XP 4(1)—(“the minister may in his discretion”) 


The letters XP indicate The Excess Profits Tax Act.) 


of predecessor may be taken into account. 
Sec. XP 4(2)—(“the minister is satisfied . . . he may”) 


. Power to decide whether business of taxpayers in standard period was depressed. 


Sec. XP 5(2), (3) and (4)—(‘if . . . the minister is satisfied”; “in the opinion of 
the minister”) 

Power to appeal decisions of the Board of Referees to the Treasury Board. 

Sec XP 5(5)—(“until approved by the minister”) 
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48. Power to decide what is a reasonable provision. as a reserve against inventory decline. 
Sec XP 6(1) (b) and XP 6(2)(c)—(“the minister, in his discretion, may”) 

49. Power to fix reasonable allowance in lieu of salary to proprietors of unincorporated — 
businesses. 
Sec. XP 6(2)(b)—(“the minister, in his discretion, may”) 


C. Powers which Constitute the Minister the Judge of the Facts 


50. Right to determine whether a company carries on an active financial, commercial or 7 
industrial business (re personal corporations). a 
Sec. 2(1) (i)—(“‘in the opinion of the minister’) 7 

51. Right to determine the interest portion of a payment in which principal and interest 
are blended. a 
Sec. 3(2)—(‘“the minister is of the opinion”; “the minister shall have the power to ~ 
determine”’) . 

52. Right to determine whether a single payment made to an employee upon retirement 
is in recognition of long service. 
Sec. 3(6)—(“where the minister is satisfied”) a 

53. Right to determine whether payments made to former employees are in respect of © 
loss of office or employment. 

See. 3(8)—(“where the minister is satisfied”’) a 

54. Right to determine the extent to which the income of a non-resident company ie 
been taxed in Canada. 

Sec. 4(0)—(“the minister’s determination shall be final and conclusive”) 

55. Power to exempt dividends from non-resident subsidiaries under certain conditions. 
Sec. 4(r)—(“if the minister is satisfied’’) 

56. General broad powers to settle any question arising under the sections dealing with 
charitable donations by individuals and annuity exemptions. 

Sec. 5(1)(j) and (k)—(“the decision of the minister .... shall be final and 
conclusive”) 

57. Right to determine whether in assessing mining corporations under the Assessment 
Act (Ontario), deductions have been allowed for income and excess profits taxes 
payable. 

Sec. 5(1)(s)—(“provided that the minister is satisfied’’) 

58. Right to determine whether a re-financing under which income bonds or debentures 
are issued was occasioned by financial difficulties. 
Sec. 6(1) (k)—(“to the satisfaction of the minister’’) 

59. Right to decide whether or not certain annuity contracts permit the postponing of. 
premium payments without disadvantage to the taxpayer. 
Sec. 7A(1) (b)\Gi)—(“in the opinion Bee the minister”) 

60. Right to determine whether a mortgage or agreement of sale was an enforceable 
obligation of the taxpayer. 

Ged’ 7A(1) (d)—(“to the satisfaction of the minister’’) 

61. Right to fix the amount of income of a non-resident subsidiary corporation. 
Sec. 8(2B)—(“the minister may”) 

62. Right to determine whether or not a corporation has been actively engaged in 
prospecting and has carried out the purpose for which it was formed. 
Sec. 8(5) (Second Proviso), 8(9) and 8(9A)—(“satisfies the minister’’) 

63. Power to decide which municipal or public bodies perform a function of government. ~ 
Sec. 9B(1)—(“in the opinion of the minister”) 

64. Right to determine what persons are deemed to be residents of Canada and what 
income is taxable. 

Sec. 9B(7)—(“the minister shall have full power to determine”) 
65. Right to determine whether or not a taxpayer corporation was incorporated for the 
; purpose of evading the 15% tax on non-residents. 
Sec. 9B(11)—(“if the minister is satisfied’’)- 
66. Right to determine chief business or occupation of taxpayer. 
Sec. 10(2)—(“the minister shall have full power to determine’’) 
67. Right to value property transferred by shareholders to personal corporations. 
Sec. 21(3)—(“the decision of the minister shall be final and conclusive”) 

68. Right to determine whether or not a transfer to a minor was made for the purpose 
of evading income tax. 

Sec. 32(1)—(“unless the minister is satisfied”) 

69. Right to determine whether transfer of property on the basis of quid pro quo is a gift. 
Sec. 88(7)—(“the minister shall have power to determine’’) 

70. Right to determine whether taxes withheld at the source are in excess of the tax — 
actually due. 

Sec. 92(8)—(‘af the minister is of the opinion”) 

71. Right to fix the date of actual commencement of business operations. 

Sec. XP 2(1)(h)—(“if the minister is satisfied”) 
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72. Right to decide whether a taxpayer has embarked upon a substantially different 
business from that formerly carried on. 
Sec. XP 3(1) (Proviso), XP 4(2), XP 4A(1)(a) (i) and XP 5(4)—(“in the opinion 
of the minister’; “if the minister is satisfied’’) 

73. Power to decide whether or not little or no capital is employed in carrying on 
profesisonal activities. 
Sec. XP 7(b)—(‘an the opinion of the minister’) 

74. Power to determine whether a substantial increase in capital employed has occurred 
upon the incorporation of a so-called “controlled company”. 
Sec. XP 15A—(“in the opinion of the minister”) 

75. Power to determine whether advances from parent companies are in the nature of 
permanently invested capital. — 
Sec. XP, First Schedule, 3(c)—(“which the minister, in hig sole discretion, 
determines”) 


D. Powers to Grant or Refuse Exemptions and Allowances 


76. Power to excuse from taxation a portion of certain living allowances. 
Sec. 3(4)—(“as may be determined by the minister in his discretion”) 

77. Power to-approve certain farmers’ associations for tax exemption. 

Sec. 4(i)—(“as are approved by the minister”) 

78. Power to specify amounts of depreciation and depletion for purposes of loss carry-over. 
Sec. 5(1) (p)—(“as the minister may allow’) 

79. Power to qualify donations to scientific research associations as deductions from tax- 
able income of the donor by approving the recipient of the donation. 

Sec. 5(1) (u)—(“approved by the minister”) 

80. Right to determine the amount of a deduction in respect of a reserve for bad debts. 
Sec. 6(1) (d)—(“as the minister may allow”) 

81. Right to determine amount of depreciation. 

Sec. 6(1) (n)—(“in the opinion of the minister”; “as the minister in his discretion 
may allow”) 

82. Right to allow Provincial taxes as a deduction in determining taxable income. 

Sec. 6(1) (0)—(“as the minister in his discretion may allow”) 

83. Right to permit a taxpayer to bulk income and excess profits taxes paid abroad for 
purposes of allowable deductions against aggregate income and excess profits taxes 
in Canada. 

Sec. 8(1) and XP 9(1)—(“the minister may in his discretion allow”) 

84. Right to permit exploration expenses by other persons to be treated as deductions 
of the taxpayer. 

Sec. 8(11)—(“the minister may direct”) 


EK. Power to Approve a Pension Fund or Plan . 
85. Miscellaneous provisions for allowances and deductions which require that the 
pension fund or plan shall be approved by the Minister. 
Sec. 4 (z), 5(1) (ff), 5(1) (g), 5(1) (m) and 7A(1) (a)—(“approved by the minister”) 


APPEAL PROCEDURES 


A question of interpretation of the act first arises in many cases when the 
assessor from the local tax office, during the course of his examination, discusses 
with the taxpayer certain methods of treatment by the taxpayer of either receipts, 
revenue, disbursements, or expenditure with which he, the assessor, is in disagree- 
ment. If the assessor and taxpayer cannot agree, or even if they do but the 


assessor feels such agreement is contrary to the interpretation. of the act 


as laid down by departmental ruling or procedure, a meeting with officials of the 
local office is arranged and the matter fully discussed. This often brings to the 
taxpayer’s notice for the first time the regulations issued by the Deputy Minister 


to his inspectors for guidance in the interpretation of the law. In other instances 


_ the taxpayer finds that these regulations have been changed without notice since 


ke 


they were first disclosed to him. 

It is understood that these rulings are only regarded as the department’s 
general interpretation of the law but they cover not only interpretation of the law 
but also the basis for exercising discretion which, under the present procedure, can 
be and are changed without notice to the taxpayer. 

If, as a result of discussions with local officials and those at Ottawa, 3 


mutually acceptable interpretation of the law or exercise of discretionary powers 
60172—24 


88 SPECIAL COMMITTEE 


cannot be arrived at, the taxpayer is assessed and he then has his rights of appeal. 
We are informed that the normal procedure is that all corporate returns and the 


larger individual returns are sent to the head office at Ottawa for review before | 


assessments are issued from the local tax office, with the result that before assess- 
ment the facts and the application of the law have been under the scrutiny of a 
field assessor, the chief assessor at the local office, and the chief assessor’s office 
at Ottawa. 

The tax act should provide facilities for the prompt and final adjustment 
of complaints and disputes without undue expense to the taxpayer. Our present 
procedure involves a complex, expensive and usually lengthy method of dealing 
with tax disputes. If a taxpayer is dissatisfied with his assessment, he may within 
thirty days file an appeal. This appeal is considered by and in many instances 
is discussed with officials of the tax department and in due course either a settle- 
ment is reached or his appeal is rejected. There is no time specified in which this 
operation must take place. If the taxpayer is still dissatisfied, he has another 
thirty days in which to file a further document, called a “Notice of Dissatis- 


faction”, and again the same officials in their own time, consider the submission — 


of the taxpayer and again render a decision. Upon receipt of this decision, if 
unfavourable, the taxpayer, again within thirty days, must furnish a sum of 
money as security for costs and the case is set down for trial in the Exchequer 
Court. There is no guarantee that the case will come before the court promptly, 
and when it finally has been tried there may be a considerable further delay 
before judgment is rendered. From the Exchequer Court an appeal may be 
carried to the Supreme Court of Canada and thence to the Privy Council. It is 
fair to say that under present conditions a taxpayer may wait for a number of 
years and spend a very large sum of money before obtaining a final answer to his 
dispute. Under these conditions a taxpayer is reluctant to appeal to the court 
to obtain a decision on a matter which may involve an important question of 
‘principle and as an alternative he often agrees to a compromise settlement. 

The first remedy is the elimination as far as possible of the discretionary 
provisions, and full publicity of the manner in which discretion is to be exercised 
under any remaining discretionary sections. If the law and administrative 
practices are clear, the taxpayer has a better opportunity of correctly calculating 
his tax and in such circumstances a large percentage of the disputes would dis- 
appear. There will always be, however, disputes which will have to be settled 
by a judicial or quasi-judicial tribunal and in our view a board of review to 
be presided over by a judge should be established to which taxpayers will have 
ready and inexpensive access and whose findings will be made public. If such 
board is to exercise functions of a semi-judicial nature, it should not be under 
the control of the officials who are parties to the dispute, as one cannot litigate 
successfully if one’s opponent is also the judge of the issue. 

While the delegation of authority to local inspectors and their staffs is not 
only proper but necessary, it does create certain difficulties in ensuring con- 
sistency of assessment treatment as between taxpayers. There are a number of 
contentious matters which arise in connection with the taxation of business, and 
the publication of decisions of a board of review on these vexed subjects should 
contribute materially to consistency of assessment treatment, and further, should 
develop principles which would simplify the correct computation of the tax 
liability and reduce the number of complaints and disputes. 

The following procedure should provide workable facilities for the prompt 
and inexpensive settlement of disputes and appeals. | 

Where the taxpayer objects to the amount on which he is assessed, it is 
recommended that he be required to file an appeal within one month after the 
mailing of the notice of assessment. The officials of the tax department should 
then review the appeal and such appeal should be referred to the board of 
review within four months from the date of mailing the notice of assessment, if 
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no agreement is arrived at with the taxpayer. The taxpayer should be notified 
in writing that the matter has been referred to the board of review and he should 
be given thirty days from the date of such notice in order to file any additional 
information which he may deem necessary to support his case. As outlined by 
Mr. Elliott, the appeal procedure in the department is relatively informal and 
much of the material upon which the taxpayer’s appeal is based may not have 
been presented to the department in writing. On a reference to the board of 
review, additional data from the taxpayer might be required in many cases to 
support the taxpayer’s claim. The board, in order to accommodate the taxpayer, 
should sit at various cities throughout Canada and the cost of appearing before 
it should be kept at a minimum. 

If the board is to function effectively, it must have a large measure of 
independence, security of tenure of office for its members, and it must be free 
of any influence or control by those in charge of the income tax administration. 
Hither the taxpayer or the Minister should have the right of appeal from the 
board’s findings to the Exchequer Court. It is further recommended, when 
appeals have been filed, that this board be empowered to review the exercise of 
discretionary power and have the right to regard the discretion as not having 


tae une and to substitute its own discretion for that of the administrative 
official, 


Hon. Mr. Hucessen: Is there not a mistake there? Do you not mean to say 
the “courts”? 

Mr. Guassco: No; we believe that if such a board were set up we would | 
grant that power to the board, and we believe that it would clear most of these 
matters. 


Hon. Mr. Hucressren: I thought you were dealing with a final appeal to the 
Exchequer Court. 


Mr. Guassco: In dealing with matters of discretion we say that the tax- 
payer should have the right to have the court review the exercise of discretion; 
but when we make this suggestion of a board of review, which would be inde- 
pendent of the administration, we believe that would be a suitable alternative. 

Hon. Mr. Haypen: The same results would flow. If there is a right of appeal 
from this board to the Exchequer Court it would involve any decisions of the 
board and those decisions would relate to the proper exercise of discretion in the 
first instance by the Minister. 

Mr. Guassco: Yes. 

Hon. Mr. Haypen: That would be part of the decision. 


Hon. Mr. Moravup: Except that you would have a decision by this new 
board and by the Exchequer Court also. 


Hon. Mr. Hucessen: I think I was misled by your use of the word “appeal.” 
You say. “Hither the taxpayer or the Minister should have the right of appeal 
from the board’s findings to the Exchequer Court. It is further recommended, 
when appeals have been filed, that this board be empowered—” First you talk 
of an appeal to the board, then you talk of appeal to the court. 

The CuHatrMAN: As it stands there one would think that if an appeal goes 
to the Exchequer ‘Court that court could exercise its own discretion respecting 
the appeal board. 

Hon. Mr. Haypen: Is it not intended that every element that enters into 
the decision of the board shall be subject to review by the Exchequer Court? 

Mr. Guassco: In answering that question I should like to say that we are 
not as familiar with the legal requirements as are lawyers. Our main ‘concern is 
that the principles should be established, be it board of review or a court, who 
has no connection with the people who made the assessment, and who will review 
the whole matter and give a decision in equity. 
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Hon. Mr. Haypen: The board that you now propose is to do that. 

Mr. Guassco: If such a board is set up I think it would satisfy us. 

Hon. Mr. Haypen: But you suggest a right of appeal from the decision of 
board exists in the taxpayer and the crown to go to the Exchequer Court on 
appeal from a decision of the board? 

Mr. Guassco: Yes. 

Hon. Mr. Haypen: That would be on any findings of the board of review, 
and whatever was involved in the findings? 

Mr. Guassco: Yes. 

Hon. Mr. Hucsssen: Including an appeal from the discretion which the 
board had reviewed? 

Hon. Mr. Haypen: That is right. 

The Cuatrman: Do you say that the Exchequer Court should take over 
the right of exercising its own discretionary powers? Should it be given dis- 
cretionary power to decide whether or not the board had exercised its discretion- 
ary powers correctly or not? 

Mr. Guassco: I prefer not to make any strong recommendation on that 
point I feel it is a matter in which the legal profession is much better able to 
express an opinion than are we. From a practical point of view we feel that if 
we do not have a board of review we would like to have the Exchequer Court 
empowered to review every aspect of matters in which discretion is exercised. 
From the practical standpoint, if such a board as we here recommend is 
established, and its functions are performed, it does not seem very important 
whether the Exchequer Court should then have the same power to review the 
same findings of the board of review. 

Hon. Mr. Haypen: It might be important from the Crown’s standpoint. 

Hon. Mr. Lrcer: Discretionary powers are exercised on facts and facts are 
taken notice of in all our courts, even in the Privy Council. I do not see why 
there should be any difference here. . 

Hon. Mr. Harta: Mr. Glasseo takes no side on that question. 

Hon. Mr. Haypen: He is just throwing out the thought. 

Mr. Guassco: Yes. 

Hon. Mr. Haypen: I think it is important that ithe Exchequer Court have 
that power, even after the board has made its decision. 

Mr. Guassco: Speaking from the point of view of the taxpayer, I think the 
more people one can appeal to the better, but it is a question of administrative 
policy. 

Hon. Mr. Haypen: The more people he ean appeal to the more it tends to 
give some continuity to the exercise of discretionary powers by the department. 

Mr. Hayes: Mr. Chairman, I think the matter generally can be stated that 
the taxpayers have no objection to that feature, but in a large part they would 
be satisfied if there was a review of the exercise of the discretionary powers by 
an independent board. 

The Cuatrman: I would suggest, gentlemen, that the witness be permitted 
to continue with his summary. 


Mr. Guassco: For your convenience we summarize our conclusions and 


recommendations as follows: 


1. Legislation. The task of tax administration is handicapped by the 
unsatisfactory character of the existing legislation, and especially its 


lack of certainty and clarity. Accordingly, the Income War Tax Act. 
should be re-written at the earliest possible date. And in future, adequate - 
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time should be allowed for careful preparation of amendments and for 
consideration of them by the public. 

2. Assessments. Partly because of deficiencies in the legislation and 
partly because of administrative practices, assessments in recent years 
have been unduly delayed. They should now be brought up to a reason- 
ably recent date, and attended to promptly in future; as a specific 
suggestion, no more than two years should be allowed to the tax depart- 
ment to vary the tax liability as calculated by the taxpayer. Any interest 
paid by the taxpayer on overdue taxes should be allowed as a deductible 
expense. Charging of interest to the taxpayer suggests that interest on 
overpayment should be credited to him. To avoid undue detail with 
small payments, some level might be set below which interest should 
be neither charged nor credited. 

3. Discretionary Powers. We believe that the number and the 
range of discretionary powers are now excessive, and that they should 
be materially reduced and that those which may be continued should, 
as far as possible, be clarified by publication of regulations, interpretations 
and rulings. 

4. Appeal Procedures. The present procedure for appeal form 
assessments is unfair to the taxpayer. Uncertainties in taxation itself 
should be removed as far as possible through improvement in the law 
and in its administration, and for those problems which remain there 
should be a board of review, independent of the actual tax administration, 
but conveniently accessible to the taxpayer and to the department, 
from which in turn there would be recourse to the Exchequer Court of 
Canada. 


The CHarrman: Mr. Stikeman, have you any questions? 

Mr. Stikeman: Mr. Chairman, in view of the clarity of the witness’ brief 
I have very few questions to put to him this morning. I think it would be 
of assistance, Mr. Glassco, if you told the committee what is constituted by 
the term “legislative committee” of your association. 

Mr. Guassco: The Dominion Association of Chartered Accountants has a 
standing committee elected annually on legislation, and it is the practice each 
year for that committee to work with the taxation committees of each of the 
provincial institutes. Reports are received from all provinces, and usually 


~ recommendations are made to the Minister of Finance in conncction with tax 


legislation. 
Mr. STIKEMAN: On page 7 of your brief you say:— 


Some of the most important of the amendments have been designed 
to frustrate tax evasion and in that field the points of difference between 
our tax laws and the British and United States systems have required 
legislation of a type not found in the laws of those countries. 


Why do you make that statement? 


Mr. Guassco: Well, the two main points of difference between our law 
and that of those countries is that the United States taxes capital gains, which 
neither Canada nor Great Britain does; and Great Britain has a single taxa- 


_ tion of corporate income, while Canada and the United States tax corporate 


income twice, once when earned by the corporation and once when distributed 


‘as dividends to the shareholders. Those differences have created the necessity 


in our act of preventing people getting around the matter largely by winding 
up or reorganizing companies. The most important sections of our act that I 
have in mind there are 13 to 19, inclusive.  ~ 


92 SPECIAL COMMITTEE 


Mr. SrikeMAN: There was no connection in your mind, then, between 
that statement and the statement in the last sentence of that paragraph on page 
7, which states: — 


In our view a complete revision of the statute is urgently required 
if taxpayers generally are to be expected to understand, the law. 


They are two dissociated ideas? 

Mr. Guassco: Yes. 

Mr. STIKEMAN: You are not suggesting that any of our sections should 
be so amended as to make them similar or comparable to the United States 
or British law? 

Mr. Guassco: No. 

Mr. StikeMan: When you state that a complete revision of the statute 
is urgently required, do you feel that the revision should be one of substance, 
of language or merely of rearrangement, or all three? ; 

Mr. Guassco: I think probably all three. It is a very large job, and I think 
there will have to be changes in substance, there will have to be inconsistencies 
ironed out; and there will have to be a great simplification in language and 
arrangement before it is clear. 

Mr. StrkeMman: Do you feel that a mere rearrangement of the sections 
in itself would be beneficial at this time? 


Mr. Guassco: I think it would go some distance, but not all the way. 


Hon. Mr. Haypen: I should think that from the point of view of what the 
public expect it would be like the mountain being in labour and. bringing forth 
a& mouse. 


Mr. StrkKEMAN: Towards the bottom of page 7 of your brief you make | 


this statement :— 


: Hasty drafting and the lack of opportunity for criticism have resulted 
in legislation different from the budget proposals which the amendments 
were supposed to implement. 


Then in your Exhibit A, on page 9, you show the time between the introduc- 
tion of the budget and the third reading of the bill to amend the Income War 
Tax Act. I note that the average time which elapsed was twenty-seven days. 


Hon. Mr. Hate: That is not the point. Take 1944, for instance. No matter 
when the budget was introduced, the bill did not come down until the first of 
August—that is when it was given first reading—and it was passed on the 9th. 


Mr. SvT1KEMAN: That has to do with the second stage of my question. 
The first part of the question, which I am asking now, is whether Mr.. Glasseo 
considers that the hasty drafting is done in the department or in the house, 
because there is an average of twenty-seven days in which somebody can do 
something. The department cannot start to draft the bill until the budget is 
down. Mr. Glassco says there has been hasty drafting, and I want to ask him 
who has done the hasty drafting. 


Hon. Mr. Haic: Take the first year referred to in Exhibit A of the brief, 
1938. I am one of those who are kicking severely about this. That year the 


budget was introduced on the 16th of June, 1938. The bill to amend the 


act was given first reading eight days later, on the 24th, and five days after 
that it was passed. What opportunity did the draftmen of the bill have to do 
a proper job, and what opportunity did the Senate have to consider that bill? 
Hon. Mr. Haypen: Or what chance did the public have to make sub- 
missions based on the bill as drafted? 
Mr. St1keMAN: That is what I would like the witness to answer, whether 
he says the hasty drafting was done by the department or in the house. 
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Hon. Mr. HucrssEnN: The income tax department cannot start drafting 
legislation to implement the budget until the resolutions are adopted, and some- 
times that is several weeks after the budget is introduced. The reason that the 
bill cannot be drafted earlier is that very often the resolutions are changed, in 
the house. We know that officials of the department sometimes have to work 
all night trying to get the bill ready for introduction into the house at the 
earliest possible date, which often is just a few days before prorogation. Now, 
the time allowed to the department for drafting the bill, and to the Senate and 
Commons for considering the bill, is ridiculously inadequate. 

Mr. Stixeman: I am not attempting to justify the short time, because I 
suffered from it for some years. What I am attempting to determine is whether 
the charge of hasty drafting is directed at all who have anything to do with 
drafting the legislation, or whether it is directed at the department principally 
or at parliament. The department does draft the bill before the resolutions 
are passed. 

The CHAIRMAN: The department cannot draft it before the introduction 
of the budget. 

Hon. Mr. Hata: We are keeping close watch on you, Mr. Stikeman. We 
think you still have a little touch of the department about you. 

Mr. Strxkpman: Anybody who had to stay up seven nights in a row working 
on the bill, as I have done, would not try to justify the system. 

Hon. Mr. Hucesspn: Then you agree that there is hasty drafting? 

Mr. StrkEMAN: Oh, quite. I merely want to find out what the witness 
thinks should be done to correct the situation. 

Hon. Mr. Hata: As I understand the brief,.it charges that discretionary 
powers are given to the Minister in order to overcome mistakes in the legislation. 


Hon. Mr. Moraup: That is the only reason. 

The CHairMAN: Mr. Stikeman, would you answer “Yes” or “No” to this 
question: Would you say that because the legislation is drafted in a short 
time—drafted hastily, as the brief puts it—that it is therefore possibly imperfect? 

Mr. StrkemMan: I would say yes. 

Hon. Mr. Haypen: Mr. Chairman, I was wondering who was the witness. 


The CHAIRMAN: We are trying to get information, and I think we are 
justified in asking Mr. Stikeman. 


Hon. Mr. Haic: We are behind you on that, Mr. Chairman. 

Mr. StikEMAN: The department as well as the witness would like a much 
longer time in which to draft the legislation, because the department itself 
suffers in turn when the legislation is not as precise as it should be. 

Hon. Mr. Haypren: I think the short time that has been referred to is 
the largest single reason for those discretionary powers. It is much easier to 
insert sections giving discretionary powers than to draft detailed provisions. 

Mr. Stikeman: I come back to my question to Mr. Glassco. 

Mr. Guassco: May I answer your question by just referring the committee 
to what happened in 1944, as an illustration of the present system at its worst? 
Resolution No. 27 of the budget of 1944 proposed that dividends received by 
Canadian companies from wholly owned subsidiary companies abroad should 
be exempt from taxation. That was debated during the budget debate and 
an amendment was accepted by the Minister of Finance. The budget was 
introduced on June 26 and the resolutions were adopted in the House of Commons 
on July 19. This particular resolution was considerably enlarged and moved 
into an area which required very careful consideration, because the technical 
matters involved were difficult. The bill was brought down in the House of 
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Commons on the Ist of August, was passed on the 9th, and the language finally 
adopted is now found in section 8 (2A) of the act. It is our submission that 
not only is the language extremely difficult to follow, but that if it does anything 
it produces a result certainly different from the first budget resolution, and I 
think also different from the amended budget resolution. I put that result 
down purely to the difficulty of the matter that was being dealt with and the 
fact that there was no opportunity for people to come around and criticize the 
amendment to the act and suggest that it would not produce exactly the result 
intended. 

Mr. Stixeman: I think the classic example of haste under the present sys- 
tem was provided in the second session of 1939. The date of the budget was the 
12th of September; and on the same day the bill to amend the Income War Tax 
Act was brought down and put through all stages, and parliament prorogued. 
It may be recalled that that was the famous day on which the first Excess 
Profits Tax Act was passed, a measure which was wholly repealed within three 
months. 

Then, Mr. Glassco, on page 8 of the brief says:— 


Taxpayers are constantly complaining that the forms and returns 
which are required are complex and difficult to understand. 


Since Mr. Elliott gave his evidence there has been made available to the 
public the revised income tax form, the T-1 General for 1945, which purports 
to be simplified. Do you consider that it is simple enough? 

Mr. HerinGron: I think it is as simple as the legislation permits. The 
difficulty comes from the fact that there are various groups of taxes—the normal 
tax, the graduated tax, the investment income tax, and so on. 

Hon. Mr. Asettrne: The new form contains six pages, does it not? 

Mr. StrkEMAN: Yes. 

Hon, Mr. Asreirine: I have made out some of them already. 

The Cuarrman: It does not look any simpler than the old form. 

Hon. Mr. Hata: It is worse. I defy any man to show where the present 
form is any simplier than the old one. I think that it is much more complicated, 
except that on one page there is a table that. will tell you what your tax is after 


you have calculated your taxable income. You do not know whether the table 


is right or wrong, but you hope itis right. 

Mr. StrkemMan: On page 10 of your brief, Mr. Glasseo, you refer to 595 
corporate taxpayers in Montreal and Toronto whose position you examined in 
December, 1945, in order to determine the last fiscal year which had been 


assessed. There are, I believe, 30,000 corporate taxpayers, of which those 595 - 


would be approximately one-fifteenth. Have you any idea how many of the 
595 companies which you chose were awaiting decisions on appeals or the fixing 
of a standard profit? 

Mr. Guassco: May I ask Mr. Hayes to answer that question? 

Mr. Hayes: There were less than one hundred awaiting assessment of 
standard profits based on the information we obtained, and those were spread 
over various years, not concentrated in any one-year. 

Mr. Stikeman: You picked these 595 corporate companies because they 
were awaiting the fixing of a standard profit; was that the reason? 

Mr. Hayzs: No, they were not picked for that reason. 

Hon. Mr. Haypen: I do not know whether this is an absolutely clear and 
accurate statement, because the department follows quite often the practice of 
assessing corporations where a standard profit has not been determined. The 
department sets up an arbitrary basis and says, “You can appeal your assess- 
ment and keep the thing open”. TI have had it happen and know whereof I speak. 
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Mr. StrKEMAN: I do not think so if you file S.P.1. 
Hon. Mr. Haypren: I have done so and been told to go ahead. 


Mr. Woop: We do not assess our standard profits until the decision has 
been given. 


Mr. StrkeMan: You do it after one has been appealed, which is probably 
what happened to Senator Hayden. 

The Carman: What do you do where depreciation has not been approved 
for three, four or five years? I am thinking of a paper company in that position. 

Mr. Woop: We cannot complete the assessment until we have decided on 
the depreciation. 

The CuarrMan: There is considerable delay in that case. 


_ Mr. STrKEMAN: On page 13 of the brief, Mr. Chairman, the witness under 
E, paragraph (b), refers to the necessity for obtaining rulings in advance on the 
point at issue. Do you believe, Mr. Glassco, that the statutory rulings should 
es agen into the administrative practice of the department as a general 
thing? | 

Mr. Guassco: I think if the law is clear, that is, where your rights stem 
from the legislation rather than the exercise of a discretion, there is a good 
deal to be said for taking the attitude that is taken in the United States: 
“There is the law; go ahead and do it.” But that just won’t work where the 
law itself does not give the answer. Our position to-day is that we must go 
and ask for a declaratory ruling before many types of transactions can be 
undertaken safely. 

Mr. StrKEMAN: Would your board of appeals that you contemplate setting 
up be prepared to give declaratory rulings in advance of the tax being fixed? 

Mr. Guassco: We have not specifically recommended that. I know there 
are some of our members who feel it would be very desirable; I also know that 
some people hold it is bad practice. 

Hon. Mr. Hucessen: You would hope that the board of review would 
establish such jurisprudence that the need for these declaratory rulings would 
largely disappear? 

Mr. Grassco: That is so, Senator. 


Hon. Mr. Haig: What happens when you get a ruling by the man, say, 
at Winnipeg or Vancouver, and then after the returns are in he is reversed 
here? 


_ Mr. Guassco: We come to Ottawa. 

Hon. Mr. Hate: You might as well go to Timbuctoo. 

Hon. Mr. Haypen: There should be a ruling binding on the Crown and 
the taxpayer. 

Hon. Mr. Moravp: How can they get a ruling from the board if there is 
no decision? 

Hon. Mr. Haypen: No, you could not get an advanced ruling. 

Hon. Mr. Hate: I do not think it would be advisable to get a ruling at 
all. Senator Hugessen is right, the appeals themselves would establish a 
procedure. | 

Hon. Mr. Hucessen: There will always be a certain. area in which you 
might have a borderline case, and you would have to come to the department 


and ask: “If we do this, is it your view that it will result in a certain amount 


of taxation?” I think there must be some more limited area than at present, 


but there must always be that class of case. 


Mr. Guassco: Yes, I do not see how you can escape it in tax law. 
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Hon. Mr. Haypen: I think it would be unfortunate; we want a little 


flexibility. 3 

Mr. Guassco: Yes. | 

Mr. STIKEMAN: Declaratory rulings would still be in favour of the depart- 
ment, giving it within a limited field the choice it has to-day; you would not 
disturb that practice at all? 

Mr. Guassco: No. | 

Mr. Srikeman: On page 15 you refer to the effect that the definition of 
income should be changed to accord with the ordinary and accepted commercial 
and industrial concept. How would you define the “ordinary and accepted 
commercial and industrial concept,” or would you endeavour to define it at all? 

Mr. Guassco: Are you thinking of a definition in a court or in the statute? 

Mr. StikeMAN: Either in the statute or some place that the department 
and the taxpayer would know what it meant. The English act has not got one. 

Mr. Guassco: There was a royal commission in 1932 or 1934, of which Lord 
Macmillan was the Chairman which made a recommendation with regard to the 
English act and suggested that the definition of income be changed in much the 


same manner as we seek to avoid legalistic concepts or interpretations necessarily 


flowing from established jurisprudence which are contrary to business practice. 
It is not a broad new deal that is required but the removal of what one might call 
the illogical results of history as applied to present-day conditions when they are 
no longer applicable. 

Hon. Mr. Haic: There has been an evolution in business practice, and you 
want an evolution in taxation. 

Mr. Guassco: Yes. 

Mr. STIKEMAN: Would you put that definition in the statute? 

Mr. Guassco: Yes. ag . 

Hon. Mr. Haypren: The point you want to cover should be very simple and 
would apply not only to the Crown but to the taxpayer. There should be no 
jumping back and forth from a cash to an accrual basis. 

Mr. Guassco: No. The establishment of an accrual basis is very simple; 
but there are other things we would do to harmonize the definition of income with 
present-day understanding. In other words, we think business should pay taxa- 
tion upon what is generally looked upon as its profit or gain, not that figure modi- 
fied by four or five deductions, which are required by something that happened. in 
England in 1844. 

Hon. Mr. Haypen: I take it your suggestion is provoked somewhat. by this 
Trapp case. 

Mr. Guassco: I do not want to leave the impression that we are hanging our 
our case on the remarks in the Trapp judgment. That is there more or less as 
corroborative of our view that the act is not perfect in that respect, but we quote 
the illustration as to the expense of financing a bond issue. The realistic point 
of view, as the accountant sees it at least, is that to-day if you wish to take 
advantage of the cheap money which is about you consider the whole position of 
your bond issue. It may have twenty years to run and require certain interest 
payments. If you leave things alone, everything you pay out by way of interest 
will be allowed as a deduction in arriving at your taxable income; but you can 
cut down that interest very materially by spending money to redeem the present 


bonds at a premium and incurring certain legal and printing expenses on a new 


issue. After you add up what you save by a reduction of interest and compare 
it with the expense of making the change, you find the company is well ahead. 
Hon. Mr. Haypen: That is part of the cost. 
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Mr. Guassco: Yes. The legal concept is that the legal and printing expenses 
of the bond issue and the premium you have to pay the present holders to get the 
bonds is legally allowable. 

Mr. StT1KEMAN: You mean the legal interpretation of the statute? 

Mr. Guassco: Yes. | 

Mr. StikeEMAN: I should think even the lawyers would support the concept 
as it is, that it should be an allowable item because an expense of doing business. 

Hon. Mr. Hucrssen: It is not included in the definition of money laid out 
to earn income in the year. 

Mr. Guassco: That is probably our stumbling block. It says that the tax- 
payer may not deduct expenses not necessarily or wholly laid out for the purpose 
of earning income. That seems to restrict expenditures to the income of the year, 
and on the narrow interpretation of that one could get into trouble. One could 
take the classic example of a premium on a fire insurance policy: How can one 
regard that as for the purpose of earning income. But the point has never been 
raised. On a strict interpretation of 6(1) (a) the board would be obliged to 
throw out all fire insurance premiums. 

Hon. Mr. Hucressen: There was a case in Manitoba where the company 
spent a lot of-money distributing free beer to interested people. 


Hon. Mr. Hate: That never happened in Manitoba. 


Mr. StrkEMAN: Then, Mr. Glassco, from what you have just said I assume 
your thought on defining income applies to the English method, whereby very 
wide deductions are permitted. You define income in a very general way. In 
other words, you would not have to go into detail as in the act now if you per- 

mitted deductions under sections 5 and 6 as they are under the English statute 
and as interpreted in English jurisprudence? 

Mr. Guassco: I would not say yes to that without pointing out that the 
portion of the English statute which we like best is the one which was recom- 
mended by Lord Macmillan, but unfortunately not adopted by the British 
Parliament. 


Mr. STIKEMAN: Could you read it into the record? 


Mr. Grassco: It is a very brief statement and is from the draft act. I quote 
it as follows: “The amount of the profits of the business shall be computed in 
accordance with the ordinary commercial principles applicable to the computa- 
tion of the profits of that business.” 


Mr. StrkemMan: Mr. Chairman, that concludes my questions. 


Hon. Mr. Haypen: Generally speaking, on the question of direction, Mr. 
Glassco, you think any discretion which is tantamount to permitting the deputy 
minister to legislate should be removed from the statute? ; 


Mr. Guassco: Yes, sir. 


Hon. Mr. Haypen: And the discretions left should relate only to the 
quantum of tax? 


Mr. Guassco: For administrative purposes I think that certain things are 
much more easily left to discretion; in other words, there are certain points 
upon which it is practically impossible to legislate broadly enough to cover 
every contingency which may arise. There are areas in which discretion may 
be granted without objection. For instance, the discretion permitting the 
Minister to enlarge the time for submitting returns; it could be said under 
what condition the taxpayer should be excused for being late; an administrative 
official could decide when it is proper and when it is not proper to enlarge the 
time for submitting returns. 
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Hon. Mr. Haypen: On the question of depreciation there does not seem to 
be any logic or sense, or sound business practice that depreciation should not 
be a right to which the taxpayer is entitled. : 

Mr. Guassco: We think it should be. 

Hon. Mr. Haypen: I am not talking about quantum. Quantum may be 
discretionary by the Minister, and dealt with by regulation. There is no justi- 


fication for putting it under the heading of discretions of the Minister as to 


whether a person is entitled to depreciation. 

Hon. Mr. Hucessen: There was one point on which I did not quite agree 
with you, Mr. Glassco, and perhaps I misunderstood you. At the bottom of 
page 16 and the top of page 17 of your brief you are talking about a manoeuvre 
on the part of the administration in connection with the Pioneer Laundry ease. 
I take it you are merely referring there to what they did in changing the 
depreciation benefits from section 5 to section 6; you do not criticize the 
administration for seeking to fill up the loophole which was brought on by the 
Pioneer Laundry case, and under which what, in fact, really happens is the 
same owner shall take depreciation on the same property twice. 

Hon. Mr. Haypren: I question whether that is a loophole. 


Mr. Guassco: I think our position is that it is obvious that depreciation 
is a cost; the taxpayer should be entitled to make a deduction for the depreciation 
which he suffers. 

Hon. Mr. Hucrssen: I go with you there. 

Mr. Guassco: Because of some reasons which I need not discuss the admin- 
istration loses a quarrel with a taxpayer, that is no sufficient grounds to justify 
the cancellation or obliteration of the taxpayer’s legal entitlement to deprecia- 
tion. 

Hon. Mr. Hucrssen: I agree with you, but you would not go so far as to 
say that the same taxpayer should be entitled to take depreciation twice for 
the same assets, would you? 

Mr. Guassco: No. I wouldn’t go that far. 

Hon. Mr. Haypren: It was a method that was used to take away a right, and 
I am wondering about the use of the word “manoeuvre” ; there might be some 
justification for its use. j 

Hon. Mr. Haic: The tendency has always been when the income tax depart- 
ment loses an appeal they amend the law next year to cover that particular 
point. That is what has caused the hard feelings. 

Hon. Mr. Asettine: Do you think that would be a manoeuvre? 

Hon. Mr. Hata: I think that describes it properly. 

Hon. Mr. Hucessrn: They find a new hole and block it. 

Hon. Mr. Hata: There is an absence of a clear statement of fact as to what 
is taxable and what is not taxable. 

Hon. Mr. Haypen: Do you think if a limit of one year was put on interest 
that could be charged that it would be the answer? For instance, I make my 
return, and if the department has not assessed that return within a year then 
there is no interest until an assessment is made. Once an assessment is made the 
taxpayer can’ pay the assessment and stop the mterest running on, or he ean 
take his chance on the ultimate success of an appeal. If you put time limits on 
which interest would apply before assessment it would certainly cause them 
_ to act more expeditiously in dealing with ‘the returns. . 

Mr. Guassco: It might have that result. You suggest as an alternative to 
our recommendations that the right to re-assess should expire; that the right 


’ 


to vary the taxpayer’s calculations should expire after two years. 
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Hon. Mr. Haypren: In that way you are not taking away any rights of the 
Crown. You are not taking away the right, but you are giving them a very 
strong motive to move quickly. 

Mr. Norman: I would like to suggest, Mr. Chairman, that after all business 
is generally conducted in this country on the basis of doing one year’s business 
in one year. I can not conceive of the reason why the income tax department is 
distinguished from all other departments. Can it not so organize itself that it 
can follow the practice of other departments? It is only a question of quantum 
of people and quantum of capacity. It is ia problem of putting off, and the longer 
it is put off the worse the position becomes. Our suggestion was made with the 
view that we consider the Crown’s rights, naturally, should not be taken away, 
but at the same time the taxpayer should definitely know in a reasonable period 
of time—which we think is two years after he has paid his money—whether he 
is right or wrong. I do not think the question of interest is very material. We 
considered that feature for some time, as a matter of fact. But I think it is 
more important that interest be limited to two years or longer if you appeal, 
and there would be a charge against income in the same way as bank interest. 

Hon. Mr. Haypen: Maybe there could be a one-year limit on interest and 


_ a two-year limit on the right to re-assess. 


Mr. Guassco: Exactly. 

The CuairMan: If there are no further questions, on behalf of the com- 
mittee I wish to thank Mr. Glassco ‘and his associates for their contribution 
which has been very valuable indeed. 

Some Hon. Senators: Hear, hear. 

The CHARMAN: It was an excellent brief, clear and specific; and I assure 
you that your recommendations will be given every consideration by the com- 
mittee. 


The committee adjourned until Tuesday, April 9, at 10.30 am. 
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OTTAWA 
EDMOND CLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
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A&W Dd 


ORDER OF APPOINTMENT 


(Extracts from the Minutes of Proceedings of the Senate for 19th March, 1946) 


Resolved,—That a Special Committee of the Senate be appointed to 
examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, — 
collection of taxes thereunder and the provisions of the said Acts by redrafting — 
them, if necessary, and to report thereon; E 


(2) That the said Committee be composed of the Honourable Senators — 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, — 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; : 

(3) That the said Committee shall have authority to send for. persons, — 
papers and records. ) 


ATTEST: 


Ee C2 MCY ER ae 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 


Turspay, 9th April, 1946. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, met this day at 10.30 a.m. 


Present: The Honourable W. D. Euler, P.C., Chairman; The Honourable 
Senators Aseltine, Buchanan, Campbell, Crerar, Haig, Hayden, Hugessen, 
Lambert, Léger, McRae and Sinclair, 12. 


In attendance; The Official Reporters of the Senate; Mr. H. H. Stikeman, 
Counsel to the Committee. : 


Mr. E. K. Williams, K.C., President, Canadian Bar Association, submitted 
a brief on behalf of that organization. 
The following Exhibits were fyled:— 


1. Categories of Discretion. 

2. Draft Bill re Tax Commissioners Act. 

3. Comparison of Statutes, U.K., 1806, U.K. 1918 and RSG. - 1927; 

4. Recommendation of the Canadian Bar Association, (Section on 
Taxation) forwarded to the Minister of Finance. 

5. Letter from the Minister of Finance to the Canadian Bar Association. 

6. Recommendations for Amendments to the Income War Tax Act and 
The Excess Profits Tax Act, 1940, submitted by a Joint Committee 
representing The Canadian Bar Association and The Dominion Association 
of Chartered Accountants, January, 1944. 

7. Recommendations for Amendments to the Income War Tax Act, 
and The Excess Profits Tax Act, 1940, submitted by a Joint Committee 
representing The Canadian Bar Association and The Dominion Association 
of Chartered Accountants, March, 1945. 

8. The Canadian Tax Foundation. 


Mr. Molyneux L. Gordon, K.C., of the Canadian Bar Association (Taxation 
Section), continued the presentation of the Brief submitted by the Canadian 
Bar Association. 

The following Exhibits were fyled:— 

9. List of Minister’s Discretions. 
10. Report on Minister’s Powers. 
11. An Engineer takes a look at the Tax problem. By Frederick 8. 

Blackall, Jr. 


At 12.45 p.m., the Committee adjourned until 2.30 p.m., this day. 
At 2.30 p.m., the Committee resumed. 


Mr. Molyneux L. Gordon, K.C., resumed his presentation of the brief 
submitted by the Canadian Bar Association, and was questioned by Counsel. 
At 4 pm., the Committee adjourned until 10.30 a.m., Wednesday, 10th 
instant. 
Attest. 
R. LAROSE. 


Clerk of the Committee. 
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MINUTES OF EVIDENCE 


THE SENATE 


Turspay, April 9, 1946. 


The Special Committee of the Senate to consider the provisions and 
workings of the Income War Tax Act, etc., resumed this day at 10.30 a.m. 

Hon. Mr. Euler in the chair. 

The CHarrMAN: Gentlemen, we have a brief to be presented to-day by the 
Canadian Bar Association. Mr. E. K. Williams, K:C., the President of the 
Association is here, with Mr. Molyneux L. Gordon, K.C., chairman of the 
Association’s Section on Taxation. Mr. Williams is going to read a small part 
of the brief, and he will explain why he cannot stay all morning. 

Hon. Mr. Hate: I do not know why we should not be honoured by having 
him stay all morning. : 

The CuHarrMan: Well, it seems that he is tied up with the Royal Commission 
on the spy charges. 

Hon. Mr. Hata: He might digress from the brief and tell us about that 
Commission. We would not object at all. 

Mr. E. K. Wiuiams, K.C., President of the Canadian Bar Association: 

Mr. Chairman and Honourable Senators, the Canadian Bar Association 
greatly appreciates the invitation of this Committee to appear before it and 
accepts the invitation with the hope that it may be of some assistance to the 
Committee in its very important work. 

The Members of the Canadian Bar Association comprise approximately 
one-half of the lawyers practising in each of the Provinces of Canada and a 
large number of Judges of the various Courts. The Association has always 
taken a very keen interest not only in matters relating to the administration of 
justice in Canada but in all laws affecting the welfare of the people as a whole. 
It has always endeavoured to approach these problems in a broad and con- 
structive manner. It functions throughout the year through its various 
Committees and Special Committees, the members of which report to the 
Association twice a year. For a number of years members of the Association 
have been giving considerable attention to the question of taxation. This was 
considered so important that in April; 1948, a Special Taxation Committee 
was organized and this Special Committee subsequently became a_ special 
section of the Association known as the Section on Taxation. Mr. M. L. 
Gordon, K-C., was appointed Chairman of the Section and has held that 
position ever since. 

On the recommendation of the Section, the Council passed the following 
Resolution in August, 1943 (Exhibit No. 4, in Appendix): 


That the Council of The Canadian Bar Association is alarmed by 
provisions in the federal taxing statutes giving persons other than 
Parliament wide discretionary powers which constitute in effect a dele- 
gation by Parliament of its legislative authority. 

That it accordingly recommends that a standing committee of the 
House of Commons be set up to which will be referred for eonsideration 
all proposed taxation legislation and that every member of the public 
interested may make representations to such standing committee with 
a view to having taxation imposed on a fair and equitable basis. 

That the taxing departments have administrative powers only and 
that provision be made for determination of matters of law and disputes 
as to facts by a judicial body. 
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This resolution was forwarded to the Honourable Mr. Ilsley who acknow- 
ledged the same in a letter dated 4th December, 1943 (see Exhibit No. 5, in 
Appendix). In his letter, the Minister of Finance emphasized the difficulties that 
arise if forward notice of probable taxation matters is given to interested 
individuals and corporations. 

It is not. to be assumed that the Association was suggesting that the 
Government disclose its fiscal policy before it was presented in Parliament, but 
the Committee suggests that the practice in Australia be explored, which 
provides for two statutes. The first is the Income Tax Assessment Act which 
provides for the method of enforcing the tax, directs the manner in which the 
income is to be calculated, the deductions which may be made, the times for 
payments and methods of appeal, ete. This Act has been on the Statute Books 
of Australia for many years and is only revised or amended where it is necessary 
to simplify and clarify its provisions. These amendments are not matters of 
policy, because the policy of every Government must be, as it is in Canada, to 
distribute the burden of taxation as fairly and equitably as possible. The 
second statute is the Income Tax Act, which is passed each year and fixes the 
rate and deals with other matters of policy. 

Consideration is suggested to the adoption of a practice whereby amend- 
ments dealing with the mechanical methods of raising money, which are not 
matters of policy, should be made public before they are submitted to Parlia- 
ment because there are always bound to be a number of groups of taxpayers 
who could make useful and constructive suggestions in regard to such matters, 
while matters which deal with policy may be reserved for the secrecy of the 
Budget. 

At the very outset of its deliberations the Members of this Committee 
recognized the benefit of joint discussion with members of the accounting 
profession and invited) Members of the Dominion Association of Chartered. 
Accountants to sit in with them at meetings of the Committee; and it is need- 
less to say that they have made a valuable contribution to the work of this 
Committee which is gratefully acknowledged. 

In January, 1944, the two Committees, working as a Joint Committee, 
made certain recommendations to the Minister of Finance and the Minister of 
National Revenue in respect to amendments to the Income War Tax Act and 
to the Excess Profits Tax Act of 1940. All of these recommendations received 
most. careful consideration and some of them were accepted. Some of them 
which were not accepted we respectfully suggest should receive further con- 
sideration. Copies of these recommendations will be available for your informa- 
tion and, I hope, your detailed study. 

I should like at this time, Mr. Chairman and honourable senators, to file 
with the committee first of all the booklet which is dated January, 1944, entitled 
“Recommendations for Amendments to the Income War Tax Act and The Excess 
Profits Tax Act, 1940, Submitted by a Joint Committee representing the 


Canadian Bar Association and The Dominion Association of Chartered ° 


Accountants”’. 

(See Exhibit No. 6, in Appendix) 

Then the fourth booklet bearing the same heading and dated March, 1945. 

(See Exhibit No. 7, in Appendix) 

May I say, in parentheses, that these two documents do represent a great 
deal of very hard work on the part of the committee, and a very great deal of 
careful consideration given to the problems. 

- Hon. Mr. Campseti: May I ask you a question just there, Mr. Williams? 
Were representatives of either of these bodies called in to discuss the proposals 
with the department after they were submitted? 

- >. Mr. WiuutaMs: Mr. Gordon says no. 
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It soon became apparent to the two Committees—and I think their opinion 


is shared by a very substantial body of the taxpayers in Canada—that the 
‘statute is difficult to construe and quite confusing, and if left in its present form 


will retard reconversion and may materially affect the prosperity of Canada. 
- It is not improbable that, owing to these features, revenue is now being lost. 


The Rowell-Sirois Report, Book II, page 113, chapter HI, in dealing with 
Corporation Taxes, states as follows:— 
The present complexity is beyond belief . . . They have grown up 
in a completely unplanned and unco-ordinated way and violate every 
canon of sound taxation. 


_ The magazine published by the Dominion Association of Chartered Account- 


ants, whose members have probably more knowledge of the actual working of 

the Act than any other body, stated in 1944 Vol. 45, page 195, as follows:— 

- One of the postwar “musts” is a rewriting of the Income Tax Act itself. 
It stands to-day as a horrible example of piling amendment upon 
amendment, with the result that what is stated or implied by one section 
of the Act may be modified by another. 


Realizing that sooner or later the Income Tax Act must be completely 


revised, the Taxation Section of the Canadian Bar Association have directed 


their efforts towards making.a critical study of the defects in the present Act. 
These they put forward with great respect together with many constructive 
suggestions. 

The matter of taxation has been the subject of wide study, both officially 
and unofficially, for many years. Twenty Royal Commissions have been 
appointed in various parts of the British Commonwealth to consider and study 
taxation. The persons presiding over these Commissions have usually been 
men of outstanding ability, and witnesses who appeared before them included 
the names of many persons prominent throughout the Empire. It is suggested 


that this Evidence might be so organized and indexed that it would be available 


for consideration in the solution of Canadian problems. 

The Committee of the Canadian Bar Association believes that the 
Government can derive much assistance from well-considered criticism and 
recommendations from organizations whose members are constantly in touch 
with the members of the public who are most affected by taxation laws. That 
is the service that the Taxation Section of the Canadian Bar Association, seeks 
to perform. In performing that service they will have available the co-opera- 
tion of the Canadian Tax Foundation which was incorporated in October, 
1945, through the joint efforts of the Canadian Bar Association and the Dominion 
Association of Chartered Accountants. : 

At this stage, Mr. Chairman and honourable senators, I should like to file 
the prospectus, as it were, of the Canadian Tax Foundation. I would draw 
particular attention to the personnel of the proposed governors of that foundia- 
tion, which appears on the third page. I would also point out something that 
really needs no pointing out, that all sections of Canada are represented and 
that the personnel consists of men who undoubtedly have had wide experience 


and a great deal of capacity in dealing with problems of this kind. 


_ Sig cin he 


(See Exhibit No. 8, in Appendix) I make it perfectly clear, however, that 
the views of the Canadian Bar Association are only expressed through the 
Committee responsible to it. We come before you as an Association which feels 
that there is a most important work to be done for the benefit of Canada as a 
whole. We offer our services of co-operation and assure you that any assistance 


which you desire will be gladly rendered. 


I have asked Mr. Gordon to discuss with you the details of the recom- 
mendations that the Taxation Section of The Canadian Bar Association under 


his Chairmanship desire to present. 
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Before asking that Mr. Gordon may be permitted to do that, Mr. Chairman, 
might I add that I should have liked very much to continue to be present at the 
meetings of the committee but the commission on which I have been engaged 
now for some time is sitting this morning, and I only got away by leave of the 


commissioners. But this is a subject which requires very careful consideration: 


to qualify anyone to speak on before a committee such as this. I had hoped 
that I would have been able to sit in with the members of the various committees 
in preparation for appearing before you, sir. That I have been unable to do. 
Income tax and income tax problems have been entirely foreign to my mind 
for some months, and I feel that as the subject is one that is so intricate and so 
difficult, without having a chance to refresh my memory and carry on together 


with those that were doing the work, it would-be rather presumptuous on my 


part at the present stage to attempt to be of any very great help. In other words, 
I would need to take a refresher course before I felt qualified to discuss any 
technical matters before the committee. 

If there are any questions I should be glad to attempt to answer them. 
The work which Mr. Gordon has done has been an intensive preparation over a 
period, not of just a month but of years. I know he needs no refresher course. 
As President of the association, I do wish to pay tribute, if I may be permitted, 
to the members of the association and the members of the Association of 
Chartered Accountants for the really magnificent work they have done. I know 
it means steady and unremitting effort. Not having been able to give that kind 
of attention to it myself, I would feel very hesitant about answering any 
questions such as I know this committee, which is thoroughly seized of the 
matter, could ask me. I do not want to fumble any more than is necsssary. 

Hon. Mr. Vien: Might I ask Mr. Williams a question? On page 7 you 
refer to a number of Royal Commissions appointed in various parts of the 
British Commonwealth, and you suggest that the evidence might be organized 
and indexed and made available for the study of these problems. Has this been 
done?. 7 

Mr. Gorpon: It has not been done, it has only been surveyed. 

Hon. Mr. Vien: Can we have a list of these twenty Royal Commissions 
to which you refer? 

Mr. Gorpon: Certainly, sir. It is very difficult to get the evidence. 

Mr. WiuuiAMs: It is very difficult to get our hands on the records taken 
some years ago. That problem has been surveyed and it is the intention of the 
Tax Foundation to work over all that material. | 

Hon. Mr. Crerar: Might I point out to Mr. Williams that the reference 
to this committee relates only to administrative matters. We have not been 
charged with the responsibility of examining the incidence of taxation in any 
way. That is a very important matter of course, and I rather gather from a 
hasty glance at the proposal for a Canadian Tax Foundation that it will concern 
itself largely with an equitable distribution of taxation. In other words, the 
incidence of taxation. | 

Mr. WiuuraMs: Mr. Senator, the work which the Tax Foundation has 
visualized is 2 comprehensive study of the matter from all points of view. We 
understand the limitations of the inquiry which this committee is making, and 
our desire is to work only within the committee’s reference at the present time. 
But I felt we should indicate to you that the Tax Foundation intends to make as 
careful a study of the whole question of taxation as it is possible to make. It 
will be a very, very, big job. 

Hon. Mr. Crerar: I think it is wholly desirable, and perhaps equally desir- 
able that it should be known now that such work will be undertaken. 


The CuarrmMan: Mr. Williams, in many of the briefs submitted to us we 4 
find discussion not only of matters of administration, but also—and it is almost 4 
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impossible to avoid—matters of policy. We have always made it known that 
while our order of reference covers only administrative matters, we would hear 
the others, but that we could not make any recommendations to the govern- 


ment affecting policy. 


Mr. WiLuIAMs: Yes. 

Hon. Mr. Campsetu: There is one suggestion in the brief that opportunity 
should be afforded representatives of bodies such as the Canadian Bar Associa- 
tion and the Dominion Association of Chartered Accountants to appear before 
the government or somebody to consider new legislation. It is my understanding 
that the feeling of these bodies is that they could help in making suggestions as 
to the framing of the legislation so that it could be more easily interpreted. 

Mr. Wuuiams: Yes. One of the ideas behind that, Mr. Senator, is, I think, 
that the experience of our profession shows that when you are working out a 
draft of any bill or any agreement, it is essential to have the guidance of persons 
who are in a position to say: “Now, that 1s splendid on paper, but have you 
considered its practical application to such and such a case? It is going to be 
different from what you, the draftsman, visualize.” Sometimes in a multitude of 
counsellors there is wisdom; on the other hand, it is said that too many cooks 
spoil the broth. You can have it either way. One of the things in mind was 
that when the draftsman was at work, those affected, either associations or 
individuals in business or agriculture, whatever it might happen to be, would 
look at the draft and say: “I don’t know how that is going to affect other persons, 
but this is the effect it is going to have on us.” 

I think the experience of all who have had anything to do with legislative 
draftsmanship is that it is not possible for any drafting body to anticipate 
everything that may arise, and if one gets assistance from as many other groups 
as possible there will be a flood of light on the subject, which will result in the 
recasting of the original drafting. 

Hon. Mr. Campseti: To overcome Mr. Ilsley’s objection would it not be 
possible to provide the hearings between the time the budget was brought down 
and the legislation finally enacted? 

Mr. Wituams: Does not the time factor enter into it? If there is ample 
time between those two periods to give really careful consideration, I would say 
“Yes.” The little experience I have had has shown that the time factor prevents 
as careful and close consideration of the effects of the proposed legislation as 
should be given to it. 

Hon. Mr. Vien: I would suggest that we should take all the time required, 
even at the cost of postponing concrete recommendations to the next session. 
We are trying to revamp the whole act as well as the methods of taxation, and 
it is such a radical departure from what has been done so far that we should take 


‘all the necessary time to carefully ponder it. 


Mr. WitutaMs: I would not care to be told that I was making a suggestion 


one way or the other on the question of procedure. I was merely pointing out 


that there are two difficulties about time; the one is having too little time, and 
the other is thinking you have too much time, which usually ends up in your 
having too little time. | 

Hon. Mr. Campseti: I think Senator Vien was speaking of a different 
matter than I had reference to. I was speaking of the annual amendments to 
the Income War Tax Act, where submissions have been made but no proper 
time afforded to the representatives to appear. 

Hon. Mr. Vien: You mean from year to year. 

Hon. Mr. CamMpsetu: Yes; from year to year. 

Mr. WiuuaMs: Might I just refer to an experiment that seems to have 
worked out astonishingly well, namely, the Uniform Life Insurance Act, which 


* 
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was brought into existence about 1924. It is an act that was passed in each of 


the Common Law provinces. The subject was studied for three or four years. 


before the act was passed; then there was a gentlemen’s agreement between the 
provincial legislatures that no amendments would be made to that ‘act until a 
body of experience had been built up. If I recall correctly the result was that the 
act was not touched for ten years, but at about the seventh year they gathered 
together the experiences and worked on a proposed draft. All the amendments 
were made at one time and based upon experience, which resulted in an extremely 
satisfactory way of handling that problem. Whether that procedure 1s entirely 
applicable to this problem, with the shifting current of business, the graphs going 
up and down, I doubt very much if as long a time should be taken. But if 4 little 
more ‘time could be taken to see the effects and impheations of all proposed 
amendments it would be very valuable. 

Hon. Mr. Vien: It implies, does it not, the amendments to the Income War 
Tax Act and Excess Profits Tax Act from the budget’s presentation. The reason 
we have no time to consider the proposed amendments is ‘largely due to the 
fact that the Minister of Finance considers the budget appropriations and then 
the ways and means of raising the necessary revenue to meet those appropria- 
tions. I welcome the suggestion of Mr. Williams to the effect that we should 
have an Income War Tax Act for a fixed period. We have adopted that method 
in the Bank Act; we revise the Bank Act every ten years, which has brought 
stability to our banking institutions as well as to the administration of the act. 


Mr. WiutAMs: I think the committee was entirely unanimous in the belief 
that some proposal, such as outlined at the top of page 6, that is the Australian 
proposal, seemed to present as simple and logical method as had been developed. 
Tt did make a very strong appeal to us. 


The Cuarrman: I think Mr. Stikeman’s report on Australia, New Zealand, ~ 


United States and Great Britain will include your suggestion. 


Hon. Mr. Hucrssen: I take it that the objection by Mr. Ilsley to this 
resolution passed by the council of the Bar was perhaps that the wording was 
a little too broad. You suggested that a committee be set up, say in the House 
of Commons, to consider all proposed taxation legislation. I suppose Mr. 
Ilsley’s thought was that you referred to tax rates. 


Mr. Wiuuiams: I would judge from his reply that that is what he had in 
mind. This resolution, Senator Hugessen, was prepared at the time when the 
committee was beginning work. 


Hon. Mr. Hugessen: You did not really mean that. You do not intend 
to interfere with the present arrangement by which taxation is imposed at. the 
moment the budget speech is made. 

Mr. Wiuu1ams: No, nothing of that kind. You can appreciate that when 
we started we were trying to lay out the work considerably in advance, and the 
wording of this resolution would probably have been somewhat different if we 
had the experience then that we have gained since. However, we do feel that 
we can perform a useful function, not only in endeavouring to assist this 
committee in its present problems, but by working through the tax foundation 
and by getting a survey of the whole taxation set-up, not only within the 
Commonwealth but elsewhere. Conditions are changing rapidly, useful experi- 
ments are being made in other jurisdictions, and if we had a fund of reserve 
work so co-ordinated and indexed that at a moment we could put our hand 
on any experiment that had been tried and failed, or succeeded, and to learn 
how similar problems were being met in other places, that work would be very 
useful to the government and to officials who have to administer the machinery 
by which the necessary revenue is obtained. 


Hon. Mr. Hucessen: I quite agree with that, Mr. Williams. May I get 
back to this idea which appears at the top of page 6, and which is completely 


es SP ee ice 


TAXATION 107 


novel to me. I do not know whether the suggestion of dividing the income tax 
into two statutes, one an assessment statute and the other a rate of taxation 
statute, has occurred to any other members of this.committee. May I ask you, 
Mr. Williams, if that idea is to be developed further by Mr. Gordon. 

Mr. Gorvon: I do not think so, but I can easily supply you with the 
Australia statute. 

The Cuarrman: I think we have that. 

Mr. Hau: Mr. Chairman, I do not think our particular study covered 
that phase. We were dealing more with the appeal procedure in the various 
jurisdictions. I think it is mentioned in the introductory paragraph, but I don’t 
think it is developed there. 3 

Hon. Mr. Hucessen: Otherwise it has the danger of being an idealism 


thrown out and not followed up. 


Mr. Gorpvon: I wonder if Mr. Hall could get a copy of the Australian 
Act. 

Hon. Mr. Hucrssen: If we had an assessment statute separate from the 
statute fixing the rate of taxation, it would be very effective when pressed for 
time in the consideration of legislation for each year. 


Mr. Wuutams: I might say that the Australian provisions are entirely new 
to me. I think most of us who have had to do recent income tax work under 
pressure have been content to take the English Jurisprudence and such as we 
have been able to bring up ourselves, such as the useful book written by Mr. 
Plaxton and Mr. Varcoe. One of our difficulties is that under pressure of daily 
practice we cannot give consideration to what is being done in other jurisdic- 
tions. The tax foundation can do this. 


Hon. Mr. Hvucressen: How long has the Australian practice been in vogue? 
Mr. WixuiAMs: For years. 


Mr. Gorpon: Certainly back as far as 1916. The act is called “The 1916 
to 1945 Assessment Act’. 


Hon. Mr. Lampert: Is this resolution on a separate sheet of paper 
incorporated in the brief? 

Mr. WiuuraMs: Yes, Senator Lambert, it is the exact wording of the resolu- 
tion at page.5 of the brief. 


Hon. Mr. Lampert: Apart from the suggestion of dividing the income tax 
-act, I think the suggestion in this resolution of having a parliamentary 
committee to deal with the proposed changes in the act from year to year 
represents a very logical sequence to the work of this committee. If this 
committee can accomplish anything in the way of its objective in re-establishing 
the income tax act on a basis of law and principle, I think it is highly desirable 
that there should be a standing committee, whether it be in the Senate, the 
House of Commons or a joint committee. The House of Commons would seem 
“to be the logical place for it since it deals with the question of revenue. 

The CHArMAN: The Committee suggested by the Bar Association is a 
standing committee of the House of Commons; it makes no mention of the 
Senate. 

Hon. Mr. Lampert: I think it is a good suggestion. 

The CuatrMan: If there are no further questions, gentlemen, I should like 
to say to Mr. Williams that we are very erateful for his coming here, and while 
he cannot stay longer we appreciate that his duties require him elsewhere. 

Mr. Wiuurams: Thank you very much, Mr. Chairman. 

The CHarrMAN: Since Mr. Stikeman has not arrived yet, perhaps we should 
go on and hear Mr. Gordon. Mr. Gordon is Chairman of the Bar Association, 
Tax Section. 
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Mr. Gorpon: Mr. Chairman and honourable senators, I should first like to 
answer the question by Senator Vien about the Royal Commissions. There 
have been twenty commissions, and for the last three years I have been 
endeavouring to get them. I have advertised in the London papers; I ‘have 
written to Australia and New Zealand, and I have gotten about half of them, 
and the others can be obtained. For instance, in Lord MacMillan’s commission, 
the evidence is in the Income Tax Department and they very kindly lent it to 
me. I think if the Senate asked for it it could be secured without difficulty. 
I fancy the Imperial Stationery Office in England would have such matters, 
but they have been so bombed out that it is very difficult to get what we require. 
I have been instructed by the taxation section to submit four recommendations 
to this committee. The fourth recommendation deals with the clarification 
of the Income Tax Act. I have got together sixteen types of things which I think 
the Senate should consider and which I think could be amended to great 
advantage. These suggestions were settled by the section after a great deal 
of time, trouble and discussion. Our members were good enough to come from 
Vancouver, Winnipeg, Quebec, Montreal and Halifax to discuss this matter. 

The Cuarrman: Was that in collaboration with the chartered accountants? 

Mr. Gorpon: No, sir. We thought we should present separate briefs, although 
naturally we would discuss matters with them. This brief has been settled after 
a great deal of discussion, and if I should add anything to it I hope the com- 
mittee will understand that they are my personal views and have not been 
authorized by the section. 


RETROACTIVE LEGISLATION 


While the question of retroactive legislation may be a matter of Govern- 
ment policy and, consequently, outside the scope of this Committee, the matter 
is of such importance that it is impossible to consider the problems which con- 
front you without dealing with this question and I, therefore, ask your 
indulgence to permit me to discuss it. 

New industry must be encouraged. New industries must have capital 
and the first demand of capital is security. If a taxpayer arranges his business 
in a legitimate way, calculating that he will have to pay a certain tax and, 
subsequently, by retroactive amendment, a tax is levied on transactions which 
were not taxable at the time they were completed, security disappears. 

Occasionally a taxpayer may devise some scheme which will permit him to 
avoid tax and he may be made to pay by retroactive legislation, but the damage 
done may be considerably greater than is warranted by the small increase in 
revenue. 

We recommend that retroactive legislation should, wherever possible, be 
avoided. 


HXEMPTIONS 


Under the Canadian Statute, many sources of income are exempt and many 
deductions are allowed which are not permitted in England. Most of the 
deductions were inserted in the Canadian Act when the rates were low but, 
in view of the increase in rates, now amount to very substantial sums. 

We recommend that a list of exemptions and deductions be prepared and 
an estimate made of the amount of income involved, so that the problem may 
be carefully studied. 

Hon. Mr. Camprety: What have you particularly in mind with respect to 
exemptions and deductions? 


Mr. Gorpon: Public utilities, for instance. 
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Suppose there is a public utility, such as a street car company, operating 
in Hamilton. If the city of Hamilton expropriates that street car company, the 
Government will lose a lot of revenue and the street car riders will probably get 
lower fares. I think Professor McDougall mentioned that in his evidence before 
this committee. 

The CuHatrMan: The Hydro is a better illustration, from that point of 
view, is it not? 

Hon. Mr. Hucressen: Is that the case in England, Mr. Gordon? What 
happens over there if a municipality has a waterworks? 

Mr. Gorpon: They pay. The City of London Docks is one of the largest 
instances, and they pay. 

Hon. Mr. Hucessan: Does the London County Coase) pay taxes on the 
income from its tramways, for instance? 


Mr. Gorpon: Yes. They do not pay income tax on the taxes they collect, 
but they pay tax on all business they carry on. 

Hon. Mr. Vien: Have you a tabulation of those exemptions in Canada which 
are taxed in England? 


Mr. Gorpon: No, Senator, but I can tell you that all municipal under- 
takings are taxed in England. 


Hon. Mr. Vien: What about co-operatives? 

Mr. Gorpon: I could not answer as to co-operatives. I think Mr. Stikeman 
could tell you about that when he comes. There was a commission in England 
that dealt with the taxing of co-operatives. 

The CHatrMAN: Did I understand you to say that municipal undertakings 
in England are taxed on their revenues and not on their profits? 


Mr. Gorpon: Money raised by taxes is not subject to income tax, but the 
money raised by selling water or electric light, or from the operation of tramways 
and so on, that is taxed. 

Hon. Mr. Hucessen: They are not taxed on their tax income, but they are 
taxed on their commercial income? 

Mr. Gorpon: Exactly. I did not think we could do better than suggest 
that the Income Tax Department tell you the amount of income involved in 
these exemptions ard deductions. 

This might be a convenient place to mention other cases where extra revenue 
might be obtained. 

There has been a great deal of discussion about the taxation of persons who 
have made fortunes in Canada and then left to avoid Income Tax and Succession 
Duties, and take the benefit of the 15 per cent rate. If these men gave away their 
property they would have to pay a gift tax and if they died would have to pay 
Succession Duties. Why not levy a tax equivalent to Succession Duties, and 
demand payment before they leave the country? 

Hon. Mr. Haypen: Do you mean a tariff on the export of capital? 


Mr. Gorvon: If John Smith makes $10,000,000 in Canada and decides to 
go to some other country where the taxes are lower, why should he not be 
required to pay some tax before he is allowed to leave? 


The Cuarrman: What would prevent him from making his investments in 
foreign securities before he left the country? 


Hon. Mr. Haypen: Your suggested tax weuld not be income tax, would it, 
Mr. Gordon? That would be either an export duty or capital levy. 


Mr. Gorpon: Well, it would be a tax to help relieve the burden on others. 
Hon. Mr. Haynren: But we are talking about income tax. 
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Mr. Gorpon: I just give that as an illustration of my point that if this 
act was carefully considered a great deal more revenue could be obtained without 
hurting anybody. 

Hon. Mr. Vien: But it would imply a principle of very wide application. 
You would, for instance, have virtually an embargo on capital. 

The CHAIRMAN: Yes, if you made the law workable. 

Hon. Mr. Vien: They have that in England now. You cannot invest in 
foreign countries and you cannot convert your sterling into foreign currency 
without leave from the foreign exchange authorities. 

The CHAIRMAN: Was that prior to the war? 

Hon. Mr. Vien: No,-not prior to the war, but that is the law now. 

The CHAIRMAN: We have that here too. 

Hon. Mr. Vien: But not to the same extent. 

Mr. Gorpon: I just gave that as an illustration of places where, if the act 
was carefully examined, extra revenue could be obtained without hurting any- 
body. 

Hon. Mr. Crerar: Are we discussing this brief as we go along? 

The CHAIRMAN: Ordinarily we allow the witness to finish his brief before 
questions are asked. What is the wish of the committee? | 

Hon. Mr. Campse.u: I think it is much better to clear up a thing as we 
go along. 

Mr. Gorpon: That would be more convenient for me. 

Hon. Mr. Hate: I protest. I think we should hear the brief first and then 
ask questions. The other day in the Senate a member spoke on a motion for 
the second time. Something like that will be happening here if we allow ques 
tions now, and again after the brief is finished. ; 

The CHAIRMAN: We have more or less established a rule of procedure that 
witnesses should be permitted to read their briefs without interruption. 

Hon. Mr. Haypen: That rule was enforced against me several times. 

Hon. Mr. Hate: Mr. Gordon is also making suggestions concerning matters 
that are outside our reference altogether. Our reference does not entitle us to 
discuss the incidence of taxation. We are interested in the mechanics of taxation. 

The CuairMAN: We also decided that if a brief contained some reference 
to the incidence of taxation we would not object to the reading of it, as we 
wanted to avoid interrupting the witness. I think we should abide by the rule 
that the witness be not subjected to questions until after he has finished his 
brief. : 


Mr. Gorvon: I had jus got to the bottom of page 8 of the brief. 


MINISTER’S DISCRETION AND BOARD OF TAX COMMISSIONERS 


According to a statement appearing in DeBoo’s Taxation Service at page 
6002, the Minister may exercise 115 discretions which are set out in a table 
appearing on page 6003, a copy of which is attached as exhibit No. 1. 

I have here another analysis prepared by Mr. Leon J. Ladner, K.C., of 
Vancouver. This is a very fair analysis and I think it might be of interest to 
the committee. (See Exhibit No. 9, in Appendix.) 

The Cuatrman: I am afraid you are giving us so much information that we 
will not. be able to get through it. 

Hon. Mr. Campseiu: We asked for that the other day. 

. Mr. Gorpvon: The brief goes on: 
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It is important to consider how these discretions are exercised because 
no one man could possibly have the time to deal with the many important 
questions which arise. Exhibit seven referred to by Mr. Elhott is a memoran- 
dum to the Inspectors of Income Tax covering discretionary powers. This 
memorandum contains two important statements:— 


_p.93. As the members of the District Staff are in the best position to judge 


the facts and circumstances, it is expected that in most cases their report 
will be the deciding factor. Thus it is important that. the report be 
carefully prepared and be as complete as possible; 


p.92. If a legal opinion is required this will be submitted by one or more 
members of the legal staff. 


Mr. Elliott pointed out that he had lost 141 key members of his staff whose 
average length of service was 3.9 years and, as a result, some of the work must 
be done by inexperienced assessors. At p.25, Senator Vien mentioned the case 
of a young man receiving a salary of $200 per month who was called upon to 
help the inspector determine the proper salary to be allowed to a chief executive 
claiming $18,000 per annum. 

You can judge the efficiency of the legal officers of the Department by the 
fact that they have won something like 66 per cent of the cases which have been 
decided by the Courts. But if the opinions given by the legal officers of the 
Department are of the same high grade as their performance in Court, then 
34 per cent of the decisions are probably wrong. After reading this brief, 
members of the Taxation Committee made two comments— 

First: If a dispute is referred to Ottawa there is a tendency to uphold the 
decision made by the local assessor. 

Secondly: If doubtful legal points arise, the taxpayer is usually told that the 
view of the local authorities will be upheld and he can appeal to the Court if 
dissatisfied, but in many cases the discretion is absolute and there is no appeal. 

No one would suggest that the situation should be changed: it is absolutely 
necessary and proper that the officials of the Department should endeavour to 
collect all revenue which is legally due. No competent or honest Departmental 
solicitor could possibly recommend that an appeal from an assessor should be 
allowed if the decision of the Inspector could be supported on any ground how- 
ever doubtful, but there is little doubt that the effective exercise of the discretion 
is in the hands of the assessors or, to say the least, that their opinions have a 
most important bearing on the ultimate result. 

The tax law and its administration have been the subject of criticism of 
increasing heat in recent years and it is felt by many that when Parliament 
conferred these important duties on the Minister and authorized him to depute 
the same to the Deputy Minister, it did not intend that the effective exercise of 
such powers should so largely depend upon the views of others. 

The question is accentuated by the fact that the decisions of the assessors 
are not made public and their policy is governed by a set of confidential 
directives; and many taxpayers think that they have paid more than was due 
because they did not know what the Department would be prepared to allow. 

The problem is dealt with in an exceedingly clear manner in the report 
of the Committee appointed to econsder the Minister’s powers in England, 


dated 17th March, 1942. 


Hon. Mr. ee Would you give the ple of the report that you are 
referring to? 

Mr. Gorpon: It was a Royal Commission presided over by Lord Donough- 
more. I noticed the Right Honourable Sir John Anderson was also a member. 
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The volume containing this report is in the Parliamentary library: We 
have made certain extracts therefrom and have copies for each member of this 
Committee, but I would like to read a portion of the same— 


We are of opinion that in considering the assignment of judicial func- 

/ tions to Ministers, Parliament should keep clearly in view the maxim 
that no man is to be judge in a cause in which he has an interest. We 
think that in any case in which the Munister’s Department would 
naturally approach the issue to be determined with a desire that the 
decision should go one way rather than another, the Minister should 
be regarded as having an interest in the cause. Parliament would do 
well in such a case to provide that the Minister himself should not be 
the judge, but that the case should be decided by an independent 

~ tribunal. . 

Indeed we think it is clear that bias from strong and sincere conviction 
as to public policy may operate as a more serious disqualification than 
pecuniary interest. No honest man acting in a judicial capacity allows 
himself to be influenced by pecuniary interest: if anything, the danger 
is likely to be that through fear of yielding to motives of self-interest he 
may unconsciously do an injustice to the party with which his pecuniary 
interest may appear to others to identify him. But. the bias to which a 
public-spirited man is subjected if he adjudicates in any case in which 
he is interested on public grounds is more subtle and less easy for him to 
detect. and resist. 

It is unfair to impose on a practical administrator the duty of adjudi- 
cating in any matter in which it could fairly be argued that his impar- 
tiality would be in inverse ratio to his strength and ability as a Minister. 
An easy going and cynical Minister, rather bored with his office and 
sceptical of the value of his Department, would find it far easier to apply 
a judicial mind to purely judicial problems connected with the Depart- 
ment’s administration than a Minister whose head and heart were in 
his work. It is for these reasons and not because we entertain the 
slightest suspicion of the good faith or the intellectual honesty of 
Ministers and their advisers that we are of opinion that Parliament 
should be chary of imposing on Ministers the ungrateful task of giving 
judicial decisions in matters in which their very zeal for the public 
service can scarcely fail to bias them unconsciously. 


It is a very interesting report and I commend it to your consideration. It 
states the situation far better than I could possibly do it myself. 

(See Exhibit No. 10, in Appendix) 

Hon. Mr. Vien: It is very interesting. 

Mr. Gorpon: We have noted the suggestion made by Mr. Elliott, on page. 
six of his evidence, that he would like to have the accumulated advice of other 
persons, something equivalent to a Board of Directors. 

No man can enforce the Act fairly unless he understands the problems 
which affect the persons who have to pay the tax. These problems are many 
and varied and no one man can understand them all. The policy suggested by 
Mr. Elliott has been adopted by the Government in many cases, as for instance 
the Canadian National Railways. 

We think the suggestion has much merit and should be carefully studied: 
but it is not the complete answer. | . 

The problem is most urgent. ‘The Canadian Bar Association recom- 
mends that an Appeal Tribunal should be established. The establishment of 
this Tribunal would immediately do much to satisfy the public and prevent 
further criticism. Such a Tribunal should be able to decide disputed matters 
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be made public and we would soon have a body of legal precedent so that all 
might know what they were expected to pay. Decisions of the Tribunal would 


- give a meaning to ambiguous legislation; remove uncertainty from the Depart- 


mental practice; eliminate arbitrary action by junior officials; and do much to 
prevent delays which must result in substantial loss to the revenue. We are of 
the opinion that the most immediate and important task before this Committee 
is to consider the advisibility of setting up an independent Appeal Tribunal or 
Board of Commissioners, which would deal with the many problems which 
arise from the exercise of the discretionary powers to which I have just referred. 

We thought you might be interested in considering what is being done in 
other countries where the same problem arises. 

The Commonwealth of Australia has appointed a Board of Tax Commis- 
sioners. A leading Text Writer deals with their powers as follows:— 


Wherever in any proceedings before the Board a matter arises wherein 
the Commissioner has exercised a discretionary power, the Board has 
authority and a duty under section 193 to investigate the matter, so as 
to arrive at its own decision on the point, and to substitute that decision 
for the decision of the Commissioner if justice so requires. 


This Board gives written reasons and I have here the 10th volume of their 
Report. 

I do not want to file this book as an exhibit. I had to advertise in the 
Australian papers to get it. 

Hon. Mr. Vien: What is the exact title of the volume? 


_Mr. Gorpon: Taxation Board Review Decisions, Volume X. I think it is 


out of print. 


Hon. Mr. Vien: We should have a copy of it in the library. 
Mr. Gorpon: In England the Commissioners determine the amount of the 


tax and, in doing so, consider all pertinent facts including the proper exercise of 
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any discretionary powers. The taxpayer has a right of appeal to the Special 
Commissioners and a further right of appeal to the Court on questions of Law. 

In South ‘Africa there is a special Court of Tax Appeals. This Court has 
laid down the principle that if any discretion conferred on the Minister has been 
properly exercised, they will not interfere. In our opinion, this policy is not 
satisfactory. The Board gives written judgments and I have here the 10th volume 
of their Report. 

In the United States there is a Court of Tax Appeals which has power to 
determine and deal with all questions which may arise. This Court gives reasons 
in writing, which are contained in some 50 or 60 volumes. 

We recommend— 

First: That the Statute be carefully examined and all unnecessary discretions 
eliminated. To illustrate this point, let us consider “bad debts”. 

Section 6.(1) (d) reads as follows:— 

In computing the amount of the profits or gains to be assessed, a 
deduction shall not be allowed in respect of 

(d) amounts transferred or credited to a reserve, contingent account or 

sinking fund, except such an amount for bad debts as the Minister 
may allow and except as otherwise provided in this Act; 


Many taxpayers fail to understand that the tax must be computed on the 


profits earned in each year and no allowances can be made for future losses. 


These people seem to think that if they are in a.speculative business this section 


permits them to set up a reserve for future losses, and the form of the section 


has caused a great deal of misunderstanding and much irritation. It may be 
60257—2 
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that the best method of dealing with bad debts is to permit the taxpayer to set 
up a reserve and it is a very common practice; but just why the amount of this 
reserve should be left to the judgment of an assessor whose decision is probably 
final, when it should be given as a matter of right and the amount determined 
by proper evidence, it is hard to understand. It is the method which is adopted 
which gives cause for complaint and indicates the reason why this discretion 
should be eliminated. The Department permits a taxpayer to deduct a debt in 
the year in which it is ascertained to be bad and if the amount is subsequently 
collected the taxpayer is charged at the rate in force when the money is received. 
When this ruling was introduced, it seemed an extremely fair and reasonable 
way of dealing with the problem but in the last five years taxes have been 
ereatly increased and many people hope that reductions will be made in the 
near future. If a company sold goods prior to 1936 the tax would be 15 per cent, 
after 1942 it might be 80 per cent. It is not very satisfactory to a taxpayer who 
is called upon to pay 80 per cent on a debt which was due in1935, to be told that 


someone who, in 1942, would have had to pay 80 per cent, may now only have ~ 


to pay 60 per cent. 

All this confusion would be eliminated if the Statute provided that the 
taxpayer may write off any debt which he cannot collect, at any time he sees 
fit, and if he collects the debt later on he pays at the rate in force when the 
money is received, subject to this proviso that if there is a difference in the rate 
amounting to, say 15 per cent, then either the taxpayer or the Revenue can 
claim that the tax should be fixed at the rate in force when the debt ought to have 
been paid. 

There are many discretions of this kind conferred on the Minister and we 
could give you example after example of discretions conferred on the Minister 
which are unnecessary. . 

We recommend that an absolutely independent Board of Tax Commissioners 
should be appointed; that their independence should be secured by providing 
that appointments be made for life; that the Board should sit in as many 
divisions, or panels, of three as may be necessary to deal promptly with all 
business which may come before it; that the Chairman’ of each panel should 
be a qualified legal practioner of at least 10 years’ standing; that, if business 
requires it, the Board should be compelled to sit in each province at least once 
a month and should be authorized to establish their own rules of procedure; 
and that on completion of service they should be entitled to a pension on a par 
with other judicial officers. 

We have prepared a draft Act—attached as Exhibit No. 2—which we 
hope may be of assistance if your Committee sees fit to accept our recom- 
mendations. We cannot estimate how many Commissioners would be required 
because we do not know the number of cases which will be brought before 
them, but we fancy that the volume of work will be very great. Mr. Elliott 
stated (p. 69) that the Board of Referees had received 5,400 claims and they 
were still being filed at the rate of 100 a month. It is most important, both to 
the public and to the Revenue, that disputed questions should be disposed of 
promptly, and where delays are great the financial position of the taxpayer 
may change and revenue be lost. 


CLARIFICATION OF THE ACT 


We are of the opinion that the principal difficulty in administering the 
Income Tax Act is due to the fact that most of the provisions are obsolete and 
many of them unintelligible. It was hard to understand the meaning of the 
Consolidated Act of 1927, which contained 29 pages, but since that date many 
amendments have been added to the Statute. These amendments cover 188 
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pages and have apparently been made with little reference to fundamental 
principles, being enacted to meet specific cases and then applied to something 
entirely different. 

If the Government expects a taxpayer to make honest returns and pay 

what is justly due; a corresponding obligation les on the Government. to 
simplify and clarify the Statute so that all should bear an equal burden. 
_ The Statute is not applicable to modern conditions. Mr. Justice Thorson, 
the President of the Exchequer Court, has pointed out that the language of 
the Statute does not permit a taxpayer to estimate his income on the accrual 
basis, notwithstanding the fact, for the last 29 years, the vast majority of 
trading concerns have prepared their statements in this way, and it is the general 
opinion that this is the best method of estimating actual profits. 

The taxpayer is not taxed on his true income, but is compelled to calculate 
his income by antiquated rules which nobody can understand, some of which 
appeared in the English Act which was passed in 1806. Many taxpayers feel 
that they are unjustly charged and others who, to all intents and purposes, are 
in the same position, escape. 

The senior officials of the Department, who are in charge of making assess- 
ments and collecting the revenue, are compelled to spend a major part of their 
time in adjusting disputes. This may be the principal reason why delays occur 
in assessments, and is one of the bottle-necks which ought to be removed. 

It is quite impossible for the chief assessor and assessors to properly super- 
intend the very necessary business if day after day they have to meet dissatisfied 
taxpayers and spend a long time discussing their questions. These officials are 
not there for that purpose, but that is what they largely have to do. 

Hon. Mr. Vien: And the taxpayers are obliged to retain the services of 
experts to help them at their own expense. 

There is not much difficulty in ascertaining gross income. If a taxpayer 
makes returns on a cash basis, all he has to do is to deduct the amount of cash 


on hand at the beginning of the year from the sum on hand at the end of the 
year, and deduct from the amount so found, capital profits and losses, if any. 


If the taxpayer files on the accrual basis, the calculation is a little more 
complicated but does not present much difficulty. But it is extremely difficult to 
determine the items which may be deducted from the gross income for the 
purpose of determining the net income. 

Section 6 of the Canadian Act, which deals with deductions, follows the 
same plan in dealing with deductions as the English Acts of 1806 and 1918. 
Exhibit No. 8, which I hope you will find interesting, contains extracts from the 


_ three Acts in question. 


I think, honourable senators, it will be interesting to refer to Exhibit 3, 
which will be found on the back page of my brief. 

In 1806 England was a small agricultural country with a population of 
between eight and nine million; trade and commerce were of little importance 
and the wealth of the country was represented by land-holdings. 

The persons who prepared the Income Tax Act of 1806 could not be 
expected to visualize modern trade and commerce and the original provisions, 


which are still closely followed, are not suitable. 


Little was done in England to modernize the Statute because, prior to 


1914, the rates were low, dropping to tuppence in the pound, or less than 
1 per cent in 1874. 


At first, the English Courts interpreted the Statute strictly and, if a taxpayer 
did not come within the letter of the Law, he escaped liability. In 1867 that 
great Judge, Lord Cairns, stated the principle as follows:— 


If the Crown, seeking to recover the tax, cannot bring the subject 
within the letter of the law, the subject is free, however apparently 
within the spirit of the law. 
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Later on, when the need for revenue became great, different principles 4 


were applied—Lord Sumner stating, in 1921:— 


It is a most wholesome rule that in taxing the subject the Crown must 
show that clear powers to tax were given by the Legislature. Applied 
to income tax, however, this is an ironical proposition. Most of the 
operative clauses are unintelligible to those who have to pay the taxes. 


It soon became clear that the more ambiguous the wording, the more 
likely the Revenue was to catch something. The drafting got worse and worse 
and, at the present time, it is often difficult to imagine what Parliament 
intended. 

Do not think that this situation only exists in England, without reading 
Section 47 of the Canadian Income War Tax Act, which is as follows:— 


The Minister shall not be bound by any return or information 
supplied by or on behalf of a taxpayer, and notwithstanding such return 
or information, or if no return has been made, the Minister may determine 
the amount of the tax to be paid by any person. 


If this section only permits the Minister, on proper evidence, to determine 
the income of a taxpayer and levy the amount of tax authorized by the Act, why 
is it necessary? If the section means that the Minister may, regardless of any 
returns which have been filed, levy a tax for any sum he sees fit, why not 
repeal the balance of the Act? 


AVOIDANCE OF TAX 
The English Courts have placed -a premium on avoidance of tax. In 
1929 Lord Clyde stated as follows:— 
No man in this country is under the smallest obligation, moral or 


other, so to arrange his legal relations to his business or to his property 
as to enable the Inland Revenue to put the largest possible shovel into 
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his stores. The Inland Revenue is not slow—and quite rightly—to take — 


every advantage which is open to it under the taxing statutes for the 
purpose of depleting the taxpayer’s pocket. And the taxpayer is, in like 
manner, entitled to be astute to prevent, so far as he honestly can, the 
depletion of his means by the Revenue. 


In giving evidence before a Royal Commission in 1919, Mr. Bremner, an — 


English Counsel of wide experience, stated: — 


It is my considered opinion, the Government would save a great deal 
of revenue, and the taxpayer and his solicitors would be saved a great 


deal of trouble, if he was-told in plain language what he ought to do — 


~ and how much he ought to pay. 


and if you will read the evidence presented to Lord Macmillan you will see that 
this subject is causing considerable concern in England. 


It is a well-settled principle of tax law that, where a section is ambiguous, — 


the taxpayer. is entitled to choose that interpretation which is most favourable 
to his pocketbook. In 1934, Mr. Justice Angers stated in the Exchequer 
Court:— 


There is the well-established principle that in a taxing act the tax — 
must be expressed in unambiguous terms and that in case of reasonable — 


doubt the act must be interpreted in favour of the taxpayer. 


eNO doubt some taxpayers who cannot find a logical interpretation which 
will save them money, will not find it difficult to invent one which will satisfy 


their conscience. 


is 
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On behalf of the Canadian taxpayer, we most strongly urge that every 


g effort be made to clarify and simplify the Act and we are satisfied that if this 
- is done the officials of the Department of National Revenue will be saved a 


we ee 
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ereat deal of labour and that the Revenue will collect substantially more money. 


REVISION OF INCOME WAR TAX ACT 


With your permission, we should like to discuss some phases of the Act 
which are crying for attention and, in certain cases, we have suggested a 
remedy; not with the idea that such suggestions should be adopted, but, on the 
contrary, with the hope that such suggestions, and many others which will no 
doubt come to mind, should be carefully analyzed and the appropriate remedy 
applied. 

The next part of the brief is headed “Taxes should encourage business,” and. 
I think this is really outside the scope of the committee. Possibly I should not 
deal with it. 

The CuarrMAN: We do not know what it is until we hear it. Your opinion 
is that it deals with policy? 

Mr. Gorvon: Yes. But I think it is an important thing, and that you 
cannot consider the act without having regard to this. 

The CuamMan: You might as well continue to read. This is not a 
lenethly part, and I think you had better read it unless the committee objects. 

Mr. Gorpvon: Very well, sir. 


TAXES SHOULD ENCOURAGE BUSINESS 


Let us consider three instances where they do not. 
The Sun Life Assurance Company of Canada published a statement 
showing that the average man earned during his lifetime— 


With elementary schooling only.............--20000-- $ 64,000 
A hich schoolpraduate.. Js. suke ose ne 88,000 
Amcollegesoradiate reac Sie eee Pek Vee «thet 175,000 


In 1927 a taxpayer was allowed to deduct $500 for each child under 21. 
At the present time he is allowed to deduct $128 from the tax. 

If it desired to encourage education, why should a deduction be made 
to a man who is supporting a child at college while an ambitious student, whose 
father is unable to help, gets no benefit? If it costs $500 per annum to send a 
boy to college and, as a result, his lifetime earnings are increased $87,000, it 
would seem to be good business, instead of reducing the exemption, to increase 
the same. 

A stranger who settles in Canada on the 31st day of December is taxed 
on his whole income for the year. Let us consider one specific case. An 
extremely competent mechanic came to Canada on the 25th of November and 
it cost him $2,640 more than if he had stayed in the United States. Men of 
this class are a valuable asset to the nation and the present legislation is an 
important deterrent. 

Section 32A permits the Treasury Board to investigate any transactions 
made subsequent to the year 1939 and if the Board comes to the conclusion 
that the purpose of the transaction was to reduce or evade taxation, it may 
levy such tax ‘as the Treasury Board may determine. 

Mr. Ilsley stated that this section was passed as a war measure, but it is 
causing much consternation in the business community and it is our opinion 
‘that it should be repealed immediately. 
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We recommend that the Department be asked to furnish a statement of the 
number of cases which have come before the Treasury Board under Section 32A, 
and the amount of revenue which has been collected, so that the advantages 
and disadvantages may be set one against the other. 


TAXPAYERS SHOULD BE TAXED ON REAL INCOME 


If this is desirable, it is first necessary to eliminate those sections which 
specifically direct that the taxpayer should pay on something else. 


Section 10 reads— 


(1) In any case the income of a taxpayer shall be deemed to be not 
less than the income derived from his chief position, occupation, trade, 
business or calling. 


If one is entitled to speculate on the intention of Parliament, we might 
assume that this section was passed for the purpose of preventing rich men, 
who took up farming or cattle raising as a hobby, from deducting the losses on 
these enterprises from their income; or, possibly, to prevent people who own 
unproductive investments on which they hope to make a capital profit, from 
deducting the carrying charges. If this is so, why not draft a section which 
deals with the thing in mind, instead of inserting a section which covers a great 


deal more and which has the effect of discouraging enterprise? Any man who- 


runs one store and thinks he can make money by opening another will probably 
lose money before the new store gets established, and it might easily happen 
that a man would make five thousand dollars per annum running a grocery 
store in one part of the town, and would lose a similar amount if he opened a 
hardware store in another part of the town. Under the present law, he would 
probably be taxed on the money he made and could not deduct the money he 
lost. 

In the last. five years a landscape gardener earned $8,000 per annum, or 
a total of $40,000. He bought a one hundred acre farm for the purpose of 
growing ornamental shrubs but used only one or two acres for this purpose. 
The farm did not pay its way and a casual employee, through the negligence of 
another employee, lost his leg and collected $8,000 in damages. The Income 
Tax Department, rightly, claimed that the man could not set off the losses on 
the farm against the money earned as a landscape gardener. As a result, the 
taxpayer was asked to pay on an income of $8,000 per annum, although he 
actually made only $5,000 per annum, and the balance was mighty little on 
which to live. I am glad to say that a compromise was arranged which will 
permit this man to get out of debt in due course, if he lives frugally and his 
business is prosperous. 

We cannot believe that a law which permits such conditions to arise, should 
remain in force for a single day. | 

Section 6 (1) (0) forbids the deduction of any increases which have been 
made ‘by the Provincial Government for taxes after the 24th of June, 1940, 
without the consent of the Minister. If the taxes are increased they have to be 
paid and if the Minister will not allow the deduction of the increase, then the 
taxpayer must pay on profits which he did not earn. 

It is also necessary to re-draft those sections of the Act which are out of 
line with modern business practice. - 

The English Statute of 1806 provided as follows:— 


No sum or sums shill be set against or deducted from or allowed to be 
set against or deducted from such profits or gains for any disbursements 


or expenses whatever not ‘being money wholly and exclusively laid out ; 


or expended for the purpose of such trade. 
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The last three lines of this section appear without change in the present 
English Statute. This section has caused at least as much litigation as the 
provisions of the Statute of Frauds. 

In Canada, the draftsmen has changed six words which has produced results 


which are indescribable. ; 


Section 6 (1) (a) reads— 


a deduction shall not be allowed in respect of 
(a) disbursements or expenses not wholly, exclusively and necessarily 
laid out or expended for the purpose of earning the income; 


The first thing that arouses one’s interest is—why did the draftsman insert the 
word “necessarily”? Was his intention to permit the Minister to be able to say 
“Vou cannot buy a new typewriter because the old one will do”? 
But that is not all. The expenses must be laid out for the purpose of 
earning the income. The Judicial Committee have just held that moneys laid 
out for the purpose of reducing expenses are not deductible. That is the 
Montreal Light, Heat and Power Consolidated case. Under the English section 
it has been held that losses by theft and, in many cases, damages due to 
negligence, cannot be deducted. But no business can be carried on without 
being exposed to such claims and most people think it is unfair that they cannot 
be deducted. The reason why damages due to negligence cannot be deducted 
is apparent: 150 years ago a taxpayer who carried on business as an ironmonger 
was probably located in a small town and most of his customers lived close by 
and deliveries were probably made by errand boys: accidents were few and no 
one complained. His great-grandson, who conducts a hardware business in a 
large city, now delivers by truck and the danger is considerable. 
But this is not all. If the ruling of the Judicial Committee is applied strictly 
In Canada, the draftsman-has changed six words which has produced results 
be prohibited. Fire insurance is not expended for the purpose of earning the 
income but for the purpose of protecting property against loss by fire. Book- 
keeping expenses and accounting fees are not paid for the exclusive purpose of 
earning profits but mostly for the purpose of counting your profits after they 
have been earned. The expense of collecting accounts is not paid for the 
purpose of earning profits but for the purpose of collecting those profits after 
they have been earned. | 
Lord Macmillan recommended that the English section should be repealed 
and the following substituted :— 
24. The amount of the profits of a business.shall be computed in _ 
accordance with the ordinary commercial principles applicable to the 
computation of the profits of that business. : 


Perhaps I should point out here that Lord Macmillan was the head of a 
very important Royal Commission which sat in England from 1926 to 1936. 
The commission was a very able one, and many prominent witnesses appeared 
before it, including the late Mr. Neville Chamberlain, who later was Prime 
Minister. This Commission under Lord Macmillan also prepared a draft act. 
The act was drawn by Judge Konstam, a well-known writer on income tax law. 
I have a copy here, but I do not want to part with it. The Income Tax Depart- 
ment no doubt has a copy of it. In most cases the language of important sections 
in this draft act is infinitely better than the language in our act. 

Hon. Mr. Campsetu: For purposes of the record would you read the name 
of the commission and give the date? 

Mr. Gorvon: It was the Income Tax Codification Committee. The report 
was published by His Majesty’s Stationery Office, 1936. I may say that the 
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first volume of that report, which shows how the law has grown up in its present 
complicated and confused state, should be read by everybody who wishes to 
understand this subject. 

Unless this Committee is prepared to recommend that Section 6 (1) (a) 
be amended, it is not much use considering the balance of the Act, because 
other troubles are merely secondary. Here is the root of the trouble and this is 
the section it is most necessary to consider. 


MATTERS OF MAJOR IMPORTANCE NOT FULLY DEALT WITH 


The Canadian Income Tax Act does not provide a complete code, and leaves 
undealt with many matters of the first importance. Let us consider “deprecia- 
tion”, “depletion” and “obsolescence”. 


DEPRECIATION 


It is interesting to note that anyone, looking at the Act for the first time, 
is not likely to find out that depreciation is allowed, because the only reference 
to depreciation appears in Section 6 (1), which is headed— 

“Deductions from income not allowed.” 


Everyone must admit that depreciation is a proper charge against profits 
but you may not realize the substantial amount involved, which is upwards of 
$350,000,000 per annum; nor the amount of litigation which has arisen owing to 
the fact that the main provision of the Act covering depreciation is section 6. 
(1) (n), which provides:— 


In computing the amount of the profits or gains to be assessed, a 
deduction shall not be allowed in respect of 
(n) depreciation, except such amount as the Minister in his discretion 
may allow. 


Two contradictory theories must be considered. Under one theory, deprecia- 
tion is given to replace the amount expended in purchasing a capital asset, which 
is used to earn the profits. Under the other theory, which is supported by the 
English Courts, a capital asset used in trade diminishes in value every year and 
this reduction in value is something of the nature of rent, and the actual amount 
by which the value of the asset is reduced is a proper charge against profits, and, 
consequently, it is not necessary to consider the purchase price but, on the con- 
trary, you must consider the market price; or, in other words, value the asset 
and find out how much that value is annually reduced. 

In an English case, the owner of a fleet of vessels had been allowed sufficient 
depreciation to write-down the value until it equalled the amount which could 
be obtained for the vessels as scrap. The Court pointed out that the vessels 
were still of considerable value and were still depreciating year by year, and 
directed that a proper allowance should be made. 

In another case, the English Government and a private company contributed 
approximately £57,000 towards the cost of a tramway. The Revenue only per- 
mitted depreciation on the amount expended by the owners but the Judicial 
Committee directed that depreciation should be allowed on the total cost, not- 
withstanding the fact that the owners had only supplied part of the money. 

In Canada, the Minister exercises his discretion by permitting depreciation 
on the actual purchase price. This may be a fair and proper way to decide the 
point but it has been decided contrary to the rulings of our highest tribunal, and 
decisions of this kind impose taxation without the consent of Parliament. 

We recommend that every aspect of this important subject should be studied 
by engineers, accountants and others who have special knowledge of the subject; 
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that the Law should be investigated by competent persons and the Act amended 
to reasonably cover the problem so that the taxpayer will know that he is paying 
according to the directions of Parliament and not according ‘to the views of the 
officials appointed to collect the tax; and that minimum rates be established and 
that any taxpayer who claims that these rates are not applicable to his particular 
business should ‘be at liberty to apply to an independent tribunal for an addi- 
tional allowance. 


DEPLETION 


This matter has been very carefully considered by the Departmental officials. 

The amount allowed must be very substantial but we hear from far and 
wide that the mining industry is being throttled by high taxation and many 
persons are dissatisfied. It is said that successful mines obtain substantial 
allowances whilst the smaller mines receive insufficient. 

We feel that the situation could be improved and we suggest that the prob- 
lem be re-investigated; that all interested should be given an opportunity to be 
heard; and that the Statutes in other countries should be carefully considered. 


OBSOLESCEN CE 


Obsolescence is twice mentioned in the Act: first in Section 6.(1) (b) and 
secondly in Section 5.(1) (p). 

Just why it is mentioned in the Act is difficult to say because no deduction 
:< allowed on this account. It is interesting to speculate why a deduction is not 


allowed and if you want to find the reason it is necessary to go back to the 


beginning, because in olden days things were made to last, what was good 
enough for one’s granfather was good enough for his grandson, iand the question 
of obsolescence never entered the mind of the draftsmen. 

In 1918, the English Act was amended and taxpayers were permitted to 
deduct for obsolescence. The Canadian Statute was introduced in 1917 and, 
probably, no one looked at, or considered, the amendment made in England in 
the following year. 

Hon. Mr. Campsett: No one has since, I guess. 

Mr. Gorpon: No. I took the trouble to look it up before coming here. 

An American engineer, Mr. Frederick S. Blackall, Jr. has recently pointed 
out that practically every machine used to produce commercial goods is six years 
old and some much older; that a substantial portion of the machinery used for 
such purposes in Europe has been destroyed and will be replaced by modern 
equipment; and if this country does not do the same we will not be able to com- 
nete. He also points out that the men managing most corporations know more 
about their own business than do the Revenue officials and that if they decide 
to discard obsolete machinery and instal modern equipment it is because they 
think they will be able to earn larger profits and be able to give more employ- 
ment. The Revenue will tax these profits and will also tax the profits of the 
manufacturer who supplies the machinery; employment will be increased and 
the Revenue will obtain a tax upon the wages. He is confident that if obsoles- 


cence be encouraged, the revenue would be substantially increased. 


If Mr. Blackall’s conclusions are sound, why not amend the Act and remedy 
a grievance? 


(See Exhibit No. 11, in appendix.) 
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CONFLICTING PROVISIONS 


There are many provisions in the Act which contradict one another. As an 
example let us compare the sections referring to the taxation of non-residents, 
first paying particular attention to Sections 9B (5), 8 (4), 25A (2) and 27 (7) :— 

9B. (5) No exemptions, deductions or tax credits provided by any 
other section of this Act shall apply in the case of the taxes imposed by this 
section except those exemptions provided by paragraphs (a), (b), (c) and 

(k) of section four of this Act. 

8. (4) A Minister, High Commissioner, officer, servant or employee of 
the Government of Canada or an agent general for any of the provinces of 
Canada, or any officer, servant or employee thereof, resident outside of 

~Canada, shall be entitled to deduct from the tax that would otherwise be 
payable by him under this Act the amount paid as income tax to the govern- 
ment of the country in which he resides. 

25A. (2) Any tax deducted under the provisions of subsection two of 
section nine B of this Act from any dividends or interest which are made 
taxable under subsection one of this section shall be applied as a credit 
against the tax subsequently found due by any non-resident person whose 
income is liable to taxation under the provisions of subsection one of this 
section. 

27. (7) A non-resident person in receipt of rentals from real estate let, 


leased or used in Canada may file an income tax return and pay on a net ~ 


income basis in Canada in respect of the income from such’ real estate. 
In such case the tax deducted at the source under subsection two of this 
section from any payment on account of any real property let, leased or 
used in Canada shall be allowed as a credit against, any tax payable by the 
non-resident person and any overpayment by reason of such deduction at 
the source may be refunded. ; 


Section 9B (5) directs that no exemptions, deductions or tax credits shall 
apply to the 15 per cent tax levied under the provisions of Section 9B except the 
deductions provided by section 4 (a), (b), (c) and (k); but if you read on 
further you will find that notwithstanding the specific provisions of Section 
9B (5) three deductions are allowed under the provisions of Sections 8 (4), 25A 
(2) and 27.(7). 

Then let us look at section 9 (1) (c), (d) and (e) which read as follows:— 

9. (1) There shall be assessed, levied and paid upon the income during 
the preceding year of every person, other than a corporation or joint stock 
company, 

(c) who is employed in Canada at any time in such year; or 


(d) who, not being resident in Canada, is carrying on business in 


Canada at any time in such year; or 
(e) who, not being resident in Canada, derives income for services 
rendered in Canada at any time in such year, otherwise than in the 
course of regular or continuous employment, for any person resident 
or carrying on business in Canada; 
and compare them with Article 7 of the 1942 Convention arranged between 
Canada and the United States which exempts from tax:— 
(a) American citizens temporarily present in Canada for not more than 
183 days if they are employed by an American national and their 
compensation does not exceed $5,000; | 
(b) American citizens temporarily present in Canada for not more than 90 


days if employed by a Canadian national and their compensation 


does not exceed $1,500. : 
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Article 12 of the 1941 Convention arranged between Canada and the United 


‘States provides that American citizens shall not be subject to the payment of 


more burdensome taxes than Canadian citizens. 
Canadian citizens are entitled to certain deductions whereas, under ection 
9B, American citizens who pay 15 per cent tax are allowed none. 


IRRITATING PROVISIONS 
Section 3.(1) (e) provides that income shall include 


personal and living expenses when such form part of the profit, gain 
or remuneration of the taxpayer. 


In 1892 the Judicial Committee decided that if an officer or servant occupied 
a free house, the annual value should not be included as part of his income unless 
he could rent it to other persons and receive the money. This section applies 
mainly to persons with low incomes. Lumbermen have to live in camps during 
the winter; most of them have their own homes and would prefer to stay with 
their wives and families and, if they did, would probably contribute more to 
the up-keep of the family by cutting wood, growing potatoes, etc., than the 
cost of their board. Unfortunately, they have to leave home to get employment. 
Few people could claim that life in a lumber camp is as comfortable as living at 
home, yet because of this privilege, which they do not want, their income is 
increased $180 per annum. 

Another class of persons who were underpaid prior to 1939, is domestic 
servants. As a class, they work very hard and get very little; and most of them 
hate living in because they are always on call. It is the general opinion that 
poor people should get higher exemptions and we cannot see why a large and 
deserving class should be asked to pay on something which is not income and 
which they generally do not want. 

We recommend that Section 3.(1) (e) be repealed or, if this is not desirable, 
that it be amended so as to exempt persons whose incomes are less than $4,000 per 
annum. 

First Schedule A, Section 1, Rule 1, gives certain exemptions to married 
taxpayers who have children to support but if an unmarried: person is charitable 
enough to support his brother’s fatherless children, he does not get the exemp- 
tion unless he maintains a self-contained domestic establishment which is 
defined by Section 2.(1) (j) as a dwelling house or apartment containing at least 
two bedrooms. 

Some people in Canada live in one-room cottages; others help to pay 
the children’s board with a relative. In both cases, if they support a dependent 
child they should be entitled to the exemption because, if they do not support 
the child, the same will probably become a public charge. The exemption should 
not depend upon how they support the child but on the cost of so doing. 


UNREASONABLE PROVISIONS 


Under Schedule A, Rule 6, subject to certain exceptions, if both husband 
and wife have an income in excess of $660.00 per annum, both of them lose the 
$150.00 deduction for married status and both are taxed as single persons and 
may pay an increased rate. No provision is made to cover the case where the 
parties to the marriage have separated and one of them has children to support; 
and the effect of the Section is to tax one person because some other person 
has a taxable income. 

Section 32A.(3) provides that if substantially all the shares of a company 
having undistributed income on hand are sold to another company, and the 
Board finds that the main purpose of the vendor in making the sale was to 
avoid tax, then if you apply the Act strictly, the purchasing company appar- 
ently loses, for all time, the exemption to which it is normally entitled under 
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Section 4.(n). In other words, the lability of the purchaser is determined by 
the intent of the vendor. It is hard to see how any purchaser can possibly look 
into the mind of the vendor and ascertain accurately the motives which 
impelled him to sell; and this section may seriously impede future sales of 
securities. 

Section 32B states that where on winding up a company distributes any 
assets to its shareholders the Minister may value the assets and the distribut- 
able portion shall be deemed a dividend. In the first place, if the Act is applied 
strictly, 1t will cover all capital gains which the Act does not assume to tax and, 
secondly, the section imposes a tax on the total price without permitting 
deduction and liabilities. 


UNFAIR CALCULATIONS 
(Prior to the recent reductions) 


A married man paid no tax if his income did not exceed $1200 per annum. 
Most people assume that they are entitled to a reduction of $108 for each child 
but this is not so. If a taxpayer had an income of $1300 and 3 children, he still 
paid tax. 

The reason is due to the fact that a taxpayer is entitled to an allowance 
from the normal tax of $28 for each child, making $84 for 3 children, while the 
normal tax of 7 per cent on $1300 is $91. He is entitled to a deduction from the 
graduated tax which comes to $196.20 of an allowance of $80 for each child, 
or $240 for 3 children. But you cannot set off a credit on the graduated tax 
against a deficit on the normal, tax. 

Notwithstanding the recent reductions, a married taxpayer earning $1300 a 
year, and supporting 3 children, pays $3 at the present time. 

A very rich unmarried taxpayer who has an income in excess of $100,000 
a year, paid the following rates on the excess— 

9 per cent—normal tax 
85 per cent—eraduated tax _ 
4 per cent—surtax on investment income 


98 per cent 

In addition, if his income is derived from dividends paid by Canadian corpora- 
tions in United States currency, there is a further tax of 5 per cent on such 
income, making a total levy of 103 per cent. 

Hon. Mr. Haypen: That is not on everything. 

Mr. Gorpon: I think we said on incomes in excess of $100,000. 

Hon. Mr. Haypen: Some of that income may be from U‘S. funds. You are 
adding a lot of dissimilar things together to get a percentage of 103 per cent. 

Mr. Gorvon: 103 per cent of all income from U.S. funds in excess of 
$100,000 per annum. 


Hon. Mr. Hayprn: That is, if all his income were in US. funds. 

Mr. Gorpon: He would pay 103 per cent on part of it. 

Hon. Mr. Haypen: Not the overall percentage. 

Mr. Gorpon: Not the overall percentage. Property is in a lower bracket. 
Hon. Mr. McRar: The overall percentage would be 98 per cent. 

Mr. Gorpon: No, he only pays 98 per cent on the highest. part. of it. 


Hon. Mr. Haypren: The average percentage would not necessarily be — 


98 per cent; it would be somewhat. lower. 
Mr. Gorpon: On an income of $100,000 prior to recent reductions an un- 
married taxpayer received about. $18,000 and he gets a little more now. 
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Hon. Mr. Vien: These percentages are a little bit misleading. 
Hon. Mr. Haypren: Yes. 
Mr. Gorpon: They are quite accurate on that portion of income over 


~ $100,000 in U.S. funds. 


- If the wife of a married man has an income of $700 a year, her husband 
loses his marriage exemption and may have to pay a higher normal tax. 

Under Section 3 (7) a wife may reduce her income by making a gift to 
His Majesty, but this means that the excess is taxed at 100 per cent. 

An unmarried taxpayer pays a tax of 7 per cent if his income does not exceed 
$1,800; a tax of 8 per cent if his income does not exceed $3,000; and 9 per cent . 
if his income exceeds $3,000. Consequently, if he has an income of $8,029 it will 
pay him to give the $29 to the Government and come in under the 8 per cent 
rate, but this again is taxing the excess at 100 per cent. 

The CuarrRMAN: I would suggest that we have had rather a strenuous session 
and that we should now adjourn for lunch. 

Hon. Mr. Hata: I move we adjourn till 2.30 p.m. 


The committee adjourned until this afternoon at 2.30 p.m. 


The committee resumed at 2.30 p.m. 


Mr. Gorpon: Mr. Chairman and honourable senators, I was at the top of 
page 26 of my brief, and I will go on from there. 

If the wife of a married man has an income of $700 a year, her husband 
loses his marriage exemption and may have to pay a higher normal tax. 

Under Section 3.(7) a wife may reduce her income by making a gift to 
His Majesty, but this means that the excess is taxed at 100 per cent. 

An unmarried taxpayer pays a tax of 7 per cent if his income does not exceed 
$1,800; a tax of 8 per cent if his income does not exceed $3,000; and 9 per cent 
if his income exceeds $3,000. Consequently, if he has an income og $3,029 it 
will pay him to give the $29 to the Government and come in under the 8 per cent 
rate, but this again is taxing the excess at 100 per cent. 


SOME PAY, OTHERS ESCAPE 


Superannuation 


If two men own all the shares and are the Directors of a private company, 
the company may organize a Superannuation Fund, include the Directors, and 
deduct from the profits $900 for each man. 

If the same men are partners carrying on precisely the same kind of business, 


~they are not entitled to such privileges. 


The reason is that Section 5.(1) (ff) of the Act states that the amount must 
be paid for the benefit of an employee, officer or director, and a partner is not 
an employee, or an officer, or a director. 

We cannot think that Parliament intended this discrimination and the 
trouble has arisen because the draftsmen of the Act did not give sufficient con- 
sideration to the subject. 

Travelling Expenses 


Many taxpayers who receive salaries are compelled to assume certain 
expenses. If the employment contract is changed and the employer pays the 
expenses and reduces the salary, the employer may deduct the expenses and the 
employee only pays on what he gets. 

Section 3 defines income as including, amongst other things, 

“wages, salaries and indemnities”. 


126 SPECIAL COMMITTEE 


Section 5. (1) (f) permits a taxpayer to deduct from his income 
“travelling expenses, including the entire amount expended for meals 
and lodging, while away from home in the pursuit of a trade or business;” 


In 1924, Mr. Justice Audette held that an annual salary is an amount which 
is duly ascertained and capable of computation and no deductions were permitted 
by the Act. 

The question came up last year in the case of a member of the Alberta 
Legislature, and it has just been held that this taxpayer could not deduct 
travelling expenses. 

It is difficult to assume that Parliament intended that salaried employees 
should be treated differently to anyone else and that a taxpayer who receives a 
salary and has to pay legitimate expenses should not be allowed to deduct these 
expenses, because if the deduction is refused, the man is taxed not on his net 
income but on something entirely different. 

It is also difficult to assume that Parliament intended that the proprietor 
of a business, who is entitled to receive the profits, should be authorized to deduct 
his travelling expenses whilst his employees are not allowed to do so. 

This is one of those cases which are so objectionable because the amount 
of tax which has to be paid depends upon not what you do but how you do it. 


ANALYSIS OF SECTION 3. (7), 82 & 88 


The best method of indicating the various difficulties which arise from bad 
drafting is to analyze one section. 

I would like to deal in particular with Section 88, subsection 8, which reads 
as follows:— 


88. (8) The provisions of this section shall not apply to the following:— 


(a) gifts or donations made by any individual the aggregate value of which 
in any year does not exceed four thousand dollars, and taxation shall 
be on the amount in excess of four thousand dollars only; 

(b) gifts or donations taking effect upon death by way of bequest or 
devise; and any property passing to any person upon an intestacy; 

(c) gifts or donations to a charitable organization or educational institution 
in Canada, operated exclusively as such and not operated for the benefit 
or private gain or profit of any person, member or shareholder thereof; 

(d) gifts or donations made to the-Dominion of Canada or any Province 
or political subdivision thereof; 

(e) Repealed. 

(f) gifts to or payments made on behalf of any one person which in the 
aggregate to or for such person do not exceed one thousand dollars in 
any year. . 

Provided that gifts exempt under paragraphs (b) to (f) inclusive 
of this subsection shall not be included in compiling the aggregate 
_ referred to in paragraph (a) of this subsection. 

(g) gifts or donations made in any year, if the aggregate value thereof does 
not exceed an amount equal to one-half of the difference between the 
income of the taxpayer in the next preceding year and the income tax 
which was payable thereon. 


You will note the clause which was inserted after paragraph (f). Does this 
proviso apply to paragraph (g) and if not why not? The trouble is due to the 
fact that the proviso was inserted in 1936 and paragraph (g) was enacted in 
1938 and apparently the proviso was overlooked. 

In 1938, when paragraph (g) was enacted, the tax upon a married man with 
an income of $20,000 was $2,500; so the taxpayer could give away $8,750 without 
paying a gift tax. To-day, the tax is in the neighbourhood of $11,000 so the 
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taxpayer can only give away $4,500 without paying a gift tax. When Parliament 
increased the individual rate, did it intend to change an exemption which had 
been granted years before? | 

If a taxpayer makes a gift to his wife he pays a tax under section 88 but 
he is still liable to be taxed on the income arising from the gift, under section 
32. (2). Was this intended? 

Section 32. (2) covers all transfers from husband to wife including trans- 
fers made for valuable consideration. If a husband sells a Government bond 
at par, to his wife, he comes within this section. Was this intended? 

Hon. Mr. Haypun: Instead of doing that, the husband could sell the bond 
to someone else and give his wife the proceeds and she could buy the bond. 

Mr. Gorpon: If the value of the gift does not exceed $5,000 the tax is 10%, 
if $5,001 it is 11%. No relief can be obtained under Section 3. (7) because the 
exemption only applies to income and not to transfers. 

The definition of a charitable institution contained in Section 88. (8) (c) 
is different to the definition contained in Sections 4. (c) and 5. (1) (9). 

Subsection 5 of section 88 permits the Minister to assess either the donor or 
the donee for the tax. If the donor is made to pay he can obtain no redress 
from the donee unless the donor can prove a binding agreement which obligates 
the donee to pay. ie 

Subsection 7 clause (b) of section 88, authorizes the Minister to determine 
the value of the gift. Surely such matters should be determined by the Courts 
after hearing all pertinent evidence. 


SIMPLIFICATION 


Two and a half million taxpayers file returns each year. In most cases 
the return is. prepared by one person and checked by another. In the 
Department the forms are checked twice, so that it requires ten million 
operations. A saving of one minute on each operation would amount to 
over 166,000 hours. 

Simplification of the Act would permit simplification of the forms. 

If it were not for the tables supplied by the Department, calculation 
of the amount due would be almost impossible because the rate of tax was 
fixed in 1942 and since that date the tax has been reduced by permitting the 
taxpayer to deduct the refundable portion and giving him a further credit of 
16 per cent. The Schedule attached to the Act should be re-drafted to give 
effect to these changes. 

Two taxes are levied: a normal tax of from 7 per cent to 9 per cent 
on the total income, and a graduated tax on the total income less $660. 

The graduated tax changes at various arbitrary amounts which make 
calculations difficult, because you have to add $660 to the figures stated in 
the schedule appearing in the Act. 

Take, as an example, a taxpayer with an income of $4,350. The form 
sets out the gross amount payable on an income of $4,160 which corresponds 
with the figure of $3,500 appearing in the Schedule attached to the Act, plus 
$660. The taxpayer then has to write down his total income of $4,350, 
deduct from this $4,160, and add 46 per cent to the excess of $190. 

If the Schedule in the Act was changed so the break came at $3,340, 
the actual change would be made at $4,000 and the taxpayer, instead of 
writing down the two sums, could make the deduction in his head and all 
he would have to do would be to look at the Schedule, write down the amount 
payable on an income of $4,000 and add to this amount 46 per cent of the 
excess of $350. 

Most people are paid by the week. Why not take this into consideration 
and change the exemption slightly so as to avoid fractions if you have to 
make weekly deductions? It is easy to calculate one fraction but when they 
come by the million things are different. 
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The following is a list of exemptions and suggested changes:— 


First SCHEDULE A: 


s.1 r.l & 3—Exemptions Change $660 to $676, or $13 a week; 
Stare —HExemptions for 

married persons te A DOS LO adel Oy ee 
sors —Marriage allowance . 1040 166 pees st 
g.1 r.5 —Children’s allowance 

from normal tax i. 28 0% 26,12" OW ees 
s.2 r4 —Children’s allowance 

from graduated tax s SOsto 78S Fel SOs 


In seeking simplification of the forms, family allowances present many 
difficulties and the Statute dealing with this problem covers 54 pages. ‘The 
difficulty is due to the fact that: 


$5 is allowed for children under 6 
(q3 a4 


$6 os 10 
q (a5 bc (74 13 
ay (qs ce 9 16 


but if the taxpayer has 5 children— 

$1 is taken off the 5th child 

$2 * is 6th and 7th children = 
$3 . ce 8th and each additional child. 


As the average allowance is $5.00 per month for each child, or $60 per 
annum, we suggest that the family allowance be ignored in the calculation of 
taxes and that every taxpayer be allowed a deduction of $48 for each child or, 
better still, $52 each, which would be $1 per week. If a taxpayer has more than 
4 children under the age of six, he will lose slightly and the same thing is 
true if he has more than 5 children under the age of ten; but he would make 
it up, and a little more, when the children got older and became more expensive 
to maintain. 

The Revenue would Jose if a man had 4 children over six and under 16 
but if anyone should have an advantage it is the taxpayer with a large family 
in their teens, because children in their teens are more expensive to support. 

Without any change in the Act, some simplification in the form might be 
obtained if the following changes were made:— 


1. The present form covers the Armed Forces and married and unmarried 
taxpayers. Everyone who fills in a form must first study it carefully. Naturally 
a taxpayer who is actually married but, for income tax purposes, is deemed to be 
unmarried, is liable to make mistakes if he reads over the exemptions given to 
_married taxpayers and overlooks, or fails to understand, Clause 38. We 
suggest that three separate forms be prepared: one for each category. The 
quantity of forms would not be increased because the taxpayer would only 
require copies of the form which applied to him, and expenses would be saved 
because less paper would be used. 


2. The present form T.1 General covers six pages and is printed on both sides _ 


of the paper. It is very inconvenient to place in the typewriter. We suggest 
that the form be divided into two parts and be printed on one side of each 
sheet which can be readily inserted in the standard typewriter: one part to 
include the actual details which the taxpayer has to fill in and the other to 
contain the instructions and schedules which he requires for his guidance. 

We recommend that every effort be made to clarify the Income War 
Tax Act and to amend those provisions under which liability to tax depends 
not upon what the taxpayer does but on how he does it. 
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We must always keep in mind the-words of Lord Justice Greer: — 
I desire to repeat what, I said in the beginning of my judgment, that 
- any fiscal changes inevitably do harm to some taxpayers and generally 
s confer benefit on other taxpayers, or do harm to some portions of the 
: *® citizens of this country, and give benefits to other portions of the citizens 
_ of this country, and it might. be well worth the consideration of those 
4 who make these changes from year to year and regard the Budget as a 
: great opportunity for originality in the imposition of taxes, whether or 
not it would not be more advisable to leave the taxation of this country, 
‘ so far as is possible, on the well-tried lines which have been dealt with 
. year after year by decisions of the Courts of Justice, rather than to try 
hew experiments with the object of producing something which is perhaps 
: less certain, but which, if brought about, would produce a more ideal 
a state of things than the one which has been in existence for so long and 
is so well known. 


: _ We are satisfied that the Act cannot properly be revised without a great 
deal of research. One of the great difficulties is due to the fact that the Courts 
have construed many words which are used in the Act quite contrarily to their 
popular meaning. Before any scientific revision of the Act is attempted: 
: (1) A dictionary should be prepared so that the draftsmen may know 
the legal meaning of the language it is proposed to employ. This work may 
take considerable time but the expense will be well repaid. 
_— (2) Copies of the Evidence presented to the various Royal Commissions 
on taxation should be obtained and indexed so that when a subject comes up 
for consideration we may know the views which have been expressed by others. 
(3) All the case law applicable to Canadian conditions should be exam- 
ined so that the draftsmen may know where in the past liability for tax has 
een avoided or the taxpayer inequitably treated. 


(4) Statistical reports should be prepared showing the effect of any 
proposed amendments on the collection of the revenue. 
___We are convinced that no one man, however expert and capable he may 
_be, is qualified to revise the Act because it is impossible to tax fairly unless you 
know all the problems which affect the person who is called upon to pay. 
a In conjunction with the Dominion Association of Chartered Account- 
ants we have organized the Canadian Tax Foundation and have endeavoured ~ 
to obtain, as permanent officials, the most competent men we can procure. In 
order to understand the different problems which affect. different classes of 
taxpayers we are arranging study groups in various large centres and hope to 
include all accountants and lawyers who specialize in tax matters and have to 
deal with these problems in their actual practice. We-think it is manifest that 
lawyers practising in the West know more about the problems of the Western 
farmer than lawyers in the East, while lawyers practising in Ontario and 
Quebec may know more about the mining industry than others. 
ay The Foundation is ready to study such problems as you may deem 
urgent; to carry out the necessary research, and to draft amendments which 
we hope will be clear to all and carry out the wishes of the Government. The 
Foundation is ready to do such work as you desire and to do it in the way you 
wish it to be done. We offer the services of the Foundation free of charge and 
Best such services may be of value to the nation. 
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The CHarrman: Thank you, Mr. Gordon. Mr. Stikeman, will you~ 
proceed? 

Mr. Strxeman:. Mr. Chairman, in Mr. Gordon’s statement about — 
Section 47 at page 15 of his brief, he referred to the fact that Mr. Justice Thorson 
in the Trapp case had made some reference to Section 47, but he did not tell the 
committee what the reference was. I should like to ask Mr. Gordon whether | 
he was referring to this statement made by Mr. Justice Thorson in reference to 
that section: 

The basis of taxability is fixed by the act, and Section 47 does not, in 
my judgment, give the minister any power to depart from it. Such a power — 
would have to be conferred in clear and explicit terms before effect could — 
be given to it, and no such terms can be found in Section 47. The view — 
that the minister may under such section permit a taxpayer to file his 
imcome tax returns on an accrual basis and assess him for income tax. 
accordingly, notwithstanding the specific provisions of Section’ 3 and 
Section 6 (a) is, in my opinion, quite untenable. 


In your brief, Mr. Gordon, you state that “if this section only permits the — 
minister on proper evidence to determine the income of a taxpayer and levy the © 
amount of tax authorized by the act, why is it necessary? If the section means 
that the minister may, regardless of any returns which have been filed, levy 
a tax for any sum he sees fit, why not repeal the balance of the act?” In vour © 
opinion, does not that statement of the Exchequer Court answer the question — 
which you hypothetically raise in your brief? 

Mr. Gorpon: It does answer the question. But I understand the case is 
going to the Supreme Court and I think it would be presumptuous to say which 
side the Supreme Court will take. That is the reason the paragraph is drafted 
in the way it is. 

Mr. Srixeman: Then another matter of interest for the record is on 
page 17 of your brief, at the very top of the page, you say: “Tn 1927 a taxpayer — 
was allowed to deduct $500 for each child under 21. At the present time he is 
allowed to deduct $128 from the tax.” Is it not to be inferred that the $500 to 
which you refer in the first sentence is the $500 deduction from income? 

Mr. Gorpon: Yes. 

Mr. Srixeman: Also, is it not correct to say that the figure $128 is a 
typographical error; it should have been $108? 

Mr. Gorpvon: Yes, that is right. 

Mr. Stixeman: At the top of page 18 you cite the example of a man — 
carrying on two stores, and you state that if he looses money on one store he 
will not be permitted to set that off against the profits of the other. What is the — 
basis for that statement? 4 

Mr. Gorpon: The section says that the income of the taxpayer shall 
be deemed to be not less than the income derived from his chief position, — 
occupation, trade, business or ‘calling. I should think the department most — 
certainly would decide that his chief trade was the one on which he made his 
money. a 
Mr. Srixeman: You would not think the department would consider _ 
he was in one business? | 

Mr. Gorpvon: Certainly not. You are master of that; I am not. 

Mr. Srrxeman: It is my impression that in such a case the taxpayer 
would be permitted to set off the losses on his hardware store against the 
profits on his grocery store. 

Hon. Mr. Haig: But often you cannot do that. 
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Mr. Stikeman: Yes. Think the point Mr. Gordon is making is that 
if the businesses are dissimilar and separate entirely there may be instances 
where losses on one business may not be permitted to be set off against profits 
on the other business. 

Hon. Mr. Haypen: Where a member of Parliament is losing money on 
his farm, he pays taxes on his indemnity but he cannot offset any losses on his 
farming operations. 

Mr. StikeMan: That is true, providing the farm, in the opinion of 
the minister, is not run bona fide for profit. 

The CHAIRMAN: If he looses in one store as much as he makes in the 
other, is he allowed to make a deduction? 

Mr. StTrkKEMAN: Not generally. 

Mr. Gorpon: I would have thought if he ran two grocery stores that he 
would have a chance to set off one against the other, but if he ran two stores of 
a different kind he would not be allowed to do so. 

Mr. StrkemMan: I don’t think so. If, in the particular Pant you cite, he 
was in the retail business in both stores, he would be permitted to equalize his 
profits and losses. 

Mr. Gorpon: I did not think that was permitted. 

Hon. Mr. Hayppn: He can always incorporate them. 

Hon. Mr. Hara: He would then be much worse off. 

Hon. Mr. CAmpseitu: The point you were making, Mr. Gordon, is that the 
act is not clear and cannot be interpreted by the taxpayer. 

Mr. Gorpon: Apparently I have misjudged the attitude of the department. 
I thought a man had no chance to deduct. 

Hon. Mr. Haypen: That illustrates your point of the difficulty of inter- 
pretation. 

Mr. Gorpon: Exactly; and I had considered the matter to some extent. In 
the second paragraph there is a definite case of a man who is taxed on $8,000 
and earns only $5,000, and he cannot eat. 


Hon. Mr. Campretu: Your point is that he was not being taxed on his true 


net income. 


Mr. Gorpon: Absolutely. 


Hon. Mr. Hata: Mr. Gordon makes a further point that the act does not 
permit a man to determine his income; it is determined for him over there. 


Mr. Gorpon: You have stated my position exactly. There is no reason why 


the act should not tell a man what he has to pay. 


Mr. StrkEMAN: On page 21 of your brief under “Depletion” you say, “It is 
said that successful mines obtain substantial allowances whilst the smaller mines 
receive insufficient.” Is that not because of the fact that depletion is thirty- 


three and one-third per cent, some percentage of the profits, and therefore the 


more successful the mine the greater is the proportion of the profit. 


Mr. Gorpon: I thought that was discussed at length by Mr. Adamson in his 
address before the house last session. 


Mr. StrKEMAN: Was it your opinion that, since Hine depletion rates are a 


, deduction from profits, therefore before a mine is profitable it gets no depletion 
- allowance? 


‘ 
¥. 
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Mr. Gorpon: No; I think the statement by Mr. Adamson to the house and 
discussion which followed— 

Hon, Mr. McRae: I think Mr. Stikeman has raised a real suggestion on 
the question of depletion. 
~ 60257—34 
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Mr. Gorpon: Our recommendation, Senator, is, notwithstanding the great 3 


deal of work that has been done on this subject, a considerable amount is still to 
be done. aa, 

Hon. Mr. McRag: That is quite right. 

Mr. SvikeMan: Have you any suggestion as to the relief for depletion which 
should be afforded to mines which are not so successful? 

Mr. Gorpon: I do not think it would be on any value. I think it is an 
engineering or a financing question. 

The CuatrMan: If the mine is making a small profit, or no profit, it would 
not have to pay income tax. 

Hon. Mr. McRae: The depletion goes on just the same. 

Mr. Stixeman: They waste their assets. 

Mr. Gorvon: May I say this, that in my opinion the whole system of taxing 
mines arises through a mistake. 

Hon. Mr. Haypen: A misunderstanding. 

Mr. Gorvon: A misunderstanding. Mines are taxed in England under 
Schedule A; and in the Coltness vs. Black case, the House of Lords decided 
that a mining company could not deduct such things as pit sinkings and other 
items of that nature. That law has grown up, and the case was cited again in 
the Court of Appeal as an authority, but counsel did not seem to notice the 
difference between our statutes and the particulars contained in Schedule A. 

Hon. Mr. Crerar: Mr. Gordon, can you give us any information of the 
basis on which mining companies are taxed in Australia? 

Mr. Gorvon: No, I could not. There is a most excellent book written bv 
Ratcliffe and McGrath which I think is the best book on income tax. I should 
have liked to have brought it down from the library but was not able to do so. 
South Africa is a great mining country, and I think their acts warrant examina- 
tion. 


Hon. Mr. Crerar: I am not entirely familiar with it, but I am quite sure 


that the basis of their taxation is different from ours. This is the way 1t operates — 


in this country: At the present time there is a 40% corporation tax on mines 
with certain allowances for depletion; then if that mine 1s going to operate and 
give a return on capital invested, the tax becomes a charge on each ton of ore 


mined. The result is that if the mine is going to give a return on its capital, 


pay its expenses and meet its taxes, it must mine a higher grade of ore. To 
illustrate my point, if you take a line “A” to “B” representing the value of ore 
in a mine—“‘A” may be three-dollar ore and “B” may be twenty dollar ore per 
ton—_then somewhere between “A” and “B” a breaking point is picked where 
the mine can operate, say, at seven dollars a ton. If by heavy taxation the 
expense is increased then all you do is move the point from seven dollars to, 
say, eight or nine dollars. 

Mr. Gorpon: It is a very important industry, and I think it should be 
studied. 


Hon. Mr. Crrrar: That is very apparent. Of course, you can take the 


statements of mining companies, and many of them show the effects of the tax 


they pay on the ore they mine. 


Mr. Gorpon: I think Mr. Adamson in his speech to the house had attached 
a statement— 

Hon. Mr. Crerar: I did not read his speech. 

Mr. Gorvon: It shows the small number of new mines that have been 
operating since the tax became so oppressive. 

Hon. Mr. Crerar: The net effect undoubtedly is that ore that otherwise 
would be mined is converted into waste. 
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Mr. Gorpon: Pr -ecisely. 


Hon. Mr. Crerar: I think it can be criticized from two or three angles. 
For instance, it shortens the life of the mine and reduces the amount of employ-. 
ment given over a period of years; in the second place, it reduces the amount 
of ore that can be taken from a mine. 


Mr. Gorpon: Yes, but there are so many technical difficulties in assessing 
the mines. They are in a great many instances not being properly assessed. 
For instance, if a man makes a hole in the eround, calls it a shaft, and uses 
it for five years as a mine, surely he is entitled to the cost of sinking that shaft 
if he is going to make a profit. These provisions of the English act have been 
imported into our statutes without anyone seeming to notice the wide difference 
in the language. 

Mr. StrkEMAN: Mr. Gordon, on page 22 you refer to the suggestion by the 
American engineer, Mr. Blackall, regarding obsolescence, and you conclude 
by saying, “If Mr. Blackall’s conclusions are sound, why not amend the Act - 
and remedy a grievance?” Do you feel his conclusions are sound? 

Mr. Gorpon: I think so, but I am not an economist. My recommendation 
is that they should be examined by people who understand them. They seem 
to me to be reasonable. 


Mr. STIKEMAN: Have you any suggestions as to how the grievance might 


© be remedied? 


Mr. Gorpon: Apply it on the same basis as depreciation. 
Mr. STIKEMAN: I suppose you mean not depreciation under the law at the 


present time, but your modified suggestion as to depreciation. 


Hon. Mr. HAypenN: Commercial depreciation. 
Mr. StrKEMAN: On page 24 you refer to the fact that if people support a 


dependent child they should be entitled to exemption even though the. child 


may be a publie charge, or may be the child of a relative. 
Mr. Gorpon: I say if they do not do so the child is liable to become a 


public charge. 


_ Mr. Stixeman: In the T.1 special form, there is a provision which extends 


~ the law perhaps more than the actual language of the statute, but it permits 
- you to claim deductions for a child under your custody and control, and who is 


under eighteen years of age. 


_ Mr. Gorpon: Still it is necessary to fave a self-contained domestic establish- 
ment. That is what I object to. If I pay $100 a year to some children’s home, 
or to some other relative to support my nephews and nieces, I think I should cet 
a deduction just the same as if it cost me $100 to support that child in my own 
self-contained domestic establishment. 


Mr. StikeMAN: Section 10 of the T.1 special permits deduction to be 
claimed on account of any person under eighteen years of age and wholly 
dependent on you for support, and of whom you have in law or in fact the 
custody and control. That is not in accordance with the Act. I merely state 
that to show the situation which you bring to light in your brief. 


Hon. Mr. Haypen: How does that cure the situation, to put something in 
the form that it has no statutory force. 

Mr. STIKEMAN: It does not clear up the difficulty. Mr. Gordon quite prop- 
erly points it out; it underscores his point that the law should be amended. 


Hon. Mr. Lecer: Your form says “wholly dependent.” J understood Mr. 
Gordon to say “If he was only partially dependent, or out of the goodness of 


his heart he wanted to make a contribution.” 


-. Mr, Srrxeman: That is true. 
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Hon. Mr. Haro: The amounts paid to a children’s home or to a children’s 
society can be claimed. But, for example, I have a case in mind of a brother 
who is contributing to the support of another brother, because the father was 
not able to make any contribution. The brother who made the payments now 
comes forward with his claim, but the department will not allow any exemption 
for it. 

The CuarrMAN: Is that because he is only partially dependent? 

Hon. Mr. Haic: He is not wholly dependent. 

Mr. Gorpvon: Why not change the act? 

Hon. Mr. Haic: That is exactly my thought. 

The CuarrMAN: The difficulty would be that if a man were contributing 


only partially to the support of a dependent, he is apt to say he is contributing 


completey. 

Hon. Mr. Lecrer: He would have to state the amount he has contributed. 

The CuatrmMan: But if he is only partially dependent, there is no allowance. 

Hon. Mr. Lecrr: Not at the present time, but there should be. 

Mr, StrkemMan: At page 25 of your brief you refer to section 32 B and say 
as follows, “That where on winding up a company distributes any assets to its 
shareholders the Minister may value the assets and the distributable portion 
shall be deemed a dividend.” TI think for the purpose of the record you will 
agree with me that they are only distributable as dividends when they give rise 
to taxable income, if sold by the company. 

Mr. Gorvon: I think it is most ambiguous, and I would not venture an 
opinion as to what it means. I think it should be clarified. 

Hon. Mr. Hata: What is the section? 

Mr. StikeEMAN: It is 32B and reads as follows: 


Where on winding up or otherwise a company distributes any assets — 


to its shareholders without sale or at a sale price substantially below 
the fair market price, which assets if sold at the market price would create 
income of the corporation within the meaning of this Act, the Minister 
shall have power to determine the fair market price of such assets and 
the company shall be deemed to have sold such assets at the price so 
determined and thereby to have received income subject to tax and the 
distributable portion received by a shareholder or member shall be 
deemed to be a dividend. 
Mr. Gorpon: What do the words “income subject to tax’? mean? 


Mr. Stixeman: “The distributable portion received by a shareholder or 
member shall be deemed +o be a dividend.’ That merely underlines your 
objection to the authority conferred upon the Minister in determining that a 
sale has been made, and that the profit may be deemed to have gone into the 
company’s hands and that a dividend may be deemed to have been distributed. 

Mr. Gorpon: Yes, but the phrase “income subject to tax” is used and 
there is nothing said about disbursements. 

Mr, StrkemMan: True, but the Minister may only value the assets under 
that section as such if sold would create income for the corporation. 

Hon. Mr. Haypren: That is, some income. 

Mr. StrkeMANn: Yes. It does not justify the section in any way. 

Mr. Gorpon: It is a section which I think we should amend. , 

He Hon. Mr. Haypren: My interjection is not enough to justify the section 
either. 


Mr. Strkeman: And to bring this statement into conformity with the section. 


, 
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Hon. Mr. Haypven: I think it is wholly indefensible. 


Mr. Gorpon: Senator, I think that if we examined any other section of the 
act critically we would come to the same opinion. 

Hon. Mr. Hata: Your contention throughout the brief is that the act itself, 
either by way of definitions or by the language in the statute, should be plain 
to anybody who reads it? 

Mr. Gorvon: Exactly; and I am satisfied it could be done. 

Hon. Mr. Hara: And you are satisfied that if that were done the depart- 
ment by and large would not lose any money in the long run? 

Mr. Gorpon: I think it would get in a lot more money. If you read the 
evidence of Lord Macmillan’s Commission in England—I do not advise you to 
read it, because it runs to several thousand pages of small print—I think you 
would be satisfied with the opinion of confident men in England that if the 
act were clarified the Government would collect a lot more money. 

Mr. StrkemMaNn: On pages 34 to 37 of your brief you present the draft of 
an act setting up a Board of Tax Commissioners, and in subsection (2) of 
section 4 you provide: 


The Board shall have power to determine all disputes between tax- 
payers and the Department of National Revenue with respect to taxes 
payable under the Income War Tax Act or under the Excess Profits 
Tax Act. 

My first question is, should this also include disputes under the Succession 
Duty Act? . 

Hon. Mr. Assuring: I understand they may be all taken over by the 
provinces again. 

Hon. Mr. Hata: I think that is likely. 

Mr. SrrKEMAN: Was it contemplated that there should be another board 
to deal with disputes under the Succession Duty Act? 

Mr. Gorpvon: I think the opinion of every member of our committee was 
that wherever discretion was needed it should be exercised by somebody abso- 
lutely independent. 


Mr. Strxeman: I would like to find out whether this subsection would 


include disputes under the Succession Duty Act. 


Mr. Gorvon: I consider that you have a most efficient personnel in that 
department. I am satisfied that they are doing their duty in trying to collect 
all the revenue they can. They cannot do that and at the same time dispose 
of disputes judicially. 

_ Mr. Srrxeman: Referring again to subsection (2) of section 4 of the draft 
act, which proposes that the Board will have power to determine all disputes 
under the Income War Tax Act or under the Excess Profits Tax Act, does that 


refer to disputes before assessment as well as after assessment? 


Mr. Gorpon: The Board should have power to determine disputes before 


assessment, because if you are contemplating a large undertaking, if you are 


thinking of reorganizing your company, you cannot do that until you have an 
authoritative reply to the question: How is this going to affect our taxes? 
Hon. Mr. Haypen: That would come under subsection (3), would it not, 
a stated case? ' 
Mr. Gorpon: I think that is the most important power of the Board. 
Hon. Mr. Haypen: The type of case you just mentioned could be dealt 
with by a stated case? 
Mr. Gorpon: Yes. 
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Hon. Mr. Haypen: What is the difference between subsection (2) and sub- ; 
section (3)? What is intended to be covered by the words “all disputes’? ; 

Mr. Gorpon: I think we hoped this act was wide enough to cover every-— 
thine. 

Hon. Mr. Hata: Was that intended to cover all disputes before assessment? - 

Mr. Gorpon: Yes. 


_ Hon. Mr. Hucressen: Do you intend that the Board should have power to 
give opinions on a future set of facts? 
Mr. Gorpvon: I think it is absolutely necessary to-day, with the ambiguity 
in the act. ; 


| 
} 


Hon. Mr. Hucrssen: In other words, if a company was contemplating an_ 
important reorganization and the question was whether it would involve more — 
taxes or not, you could have a stated case before the Board on that. point? 

.Mr. Gorpon: Yes. 


Hon. Mr. Hucrssen: Then I am wondering whether subsection (3) covers — 
that, since it says “whether or not liability for such tax has incurred.” 

Mr. Gorpon: Mr. Hamilton Mockridge, a very competent company lawyer 
—I think all our fmends from Toronto will agree with that—was kind enough 
to draw this. 

Hon. Mr. Hucessen: I am not quite certain whether the subsection would 
accomplish the desired object, that is to have a stated case on a theoretical or 
hypothetieal situation. 


Ses al 


Mr. Gorpon: Mr. Mockridge drew this on the instructions of the committee, — 
with that object in view. He was very desirous of being there to-day, but an 
important matter prevented him from coming. 

Hon. Mr. Hucrssen: I just wanted it to be elucidated, because it does not z 
appear to. be clear that you intend the Board to have power to deal with hypo- — 
thetical questions. . 1 

Mr. Gorpon: We want the Board 'to have power to deal with such questions, — 
provided the questions are set out in writing, so that there could not be any — 
doubt as to the point upon which the Board ruled. ug 

Mr. STIKEMAN: Section 3 says, “The Board may sit in divisions of not less 
than 3 members—-” What is your reason for suggesting that-the Board should 
sit in panels instead of singly? j 

Mr. Gorpon: My view is a little different from that of the committee. The 2 
committee thought that the Board should sit in divisions of not less than three — 
members—that 1s an accountant, lawyer and a business man. 7 

_ Hon. Mr. Hatc: Most briefs submitted to us have favoured a Board of — 
three. : 

The CuairMan: What is your criticism of that, Mr. Gordon? 

Mr. Gorpon: I think the most important thing is speedy justice. There 
should 'be a simple procedure, so that John Smith could say, “I object to this 
tax of $250 on the following grounds,” and the assessor should be able to say 
to the taxpayer, “There will be a judge here tomorrow or on a certain day next — 
week, and I will give you an appointment for ten o’clock.” Then the taxpayer F 
could appear and have the matter decided speedily, and if he was not satisfied — 
. he could appeal further. of 

_ Hon. Mr. Campsety: A somewhat similar practice is being followed now i 
with respect to the determination of standard profits and seems to be working — 
very well. In order that cases may be dealt with speedily, taxpayers are per- 
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mitted to go before a committee of three, sitting in a local office, and if the com- 


mittee’s recommendation is agreed upon it may be approved by Ottawa, but 
otherwise an appeal may be made to a full board. 

Mr. Gorpon: Do you think the general public are satisfied? I think they 
get different rulings from different boards. We all know of one board with 
which the public were entirely dissatisfied. 

Hon. Mr. Campseuy: When there is dissatisfaction with a ruling, an appeal 
may be taken before the full Board. 

Mr. Gorvon: My view is that one man should be able to hear these things, 
except in cases where the taxpayer preferred to have a board of three. 

Hon. Mr. CampsBeiu: That is what I would suggest. You dio not recommend 
that the taxpayer need be bound by the decision of one man sitting alone? 

Mr. Gorpon: No. 

Hon. Mr. Campseuu: If the taxpayer felt that his case had not been properly 
considered by one man, an appeal could be made to a board of three? 

Mr. Gorpon: Yes. 

Hon. Mr. Campseitu: But you feel that matters would be expedited if 
any one member of the board had power to hear cases and try to settle disputes? 

Mr. Gorvon: Yes. And I think that in big centres like Toronto there 
should be one member all the time. 

I disagree with our committee on another point. The suggestion was that 
the board should comprise a lawyer, an accountant and a business man. Now, 
I do not see how a business man would help. The lawyer would be supposed to 
know the law, and the accountant would be supposed to know the practice in the 
trading community ... and in view of the great assistance we got from 
accountants on our taxation section. I cannot estimate too highly the help 
that an accountant would give to his fellow members. But a business man would 
be tempted to think that whatever was being done in his factory was the way 
things should be done throughout the country. May I refer to some remarks 
made by Plato two thousand years ago? 

Hon. Mr. Hate: That is ancient authority. Let us have it. 

The CHairRMAN: Was he a business man? 

Mr. Gorpon: No, but he was a very far-Seeing man. 

He said:— 

The judge should not be young; he should have learned to know 
evil, not from his own soul but from late and long observations of the 
nature of evil in others: Knowledge should be his guide, not personal 
experience. 

I think that accountants and members of the legal profession have the 
knowledge required to guide them. I do not see the object of having business 
men on the Board. 

Hon. Mr. Haic: I think our experience is that three men can come to a 


better judgment than one. I am a member of the Divorce Committee of the 


Senate, and that committee never sits with less than three members. I would 
not want to hear one of those cases alone for anything. 

Mr. Gorpon: I am talking about tax matters. 

Mr. Hate: But the same thing is true. 

Hon. Mr. AsELTINE: In one case you are separating a man from his 
money, and in another case you are separating a man from his wife. 

Mr. Gorpon: You would be amazed at the large number of cases involy- 
ing small amounts, $25, $50 and so on. 


Mr. Hara: In this kind of thing I do not believe a board of one member 
could hand down decisions that would be of use to the profession. 
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Mr. Gorvon: I think the public would be satisfied with a fair-minded 
man whom they knew to be independent. 

Hon. Mr. Campsetu: Your point is that if one member of the board 
were permitted to determine the disputes he might get rid of 50 per cent of them 
to the satisfaction of taxpayers, and that the rest of the cases could go before the 
full board? ; 

Mr. Gorpon: I think so. But that is not the opinion of the taxation 
section. | 

Hon. Mr. Asettine: I think you would have much the same experience as 
with the Official Receiver under the Farmers Creditors Arrangement Act. Nobody 
is satisfied with his decision. 

Mr. StTikEMAN: Do you contemplate rather formal procedure for 
appeals before the board, with evidence and witnesses? 

Mr. Gorpon: Again on that subject I differ with my committee. The 
committee felt strongly that the proceedings should be absolutely informal and 
that there should be no costs of any kind. 

The CuarrmMan: How many members were on your committee? 

Mr. Gorpon: I think there were nineteen. 

The CuarrmMan: Were the others unanimous? | 

Mr. Gorpon: I do not think so. I feel it is far more important that justice 
should appear to be done than that it should be done. 

The CuatrMANn: I don’t agree with you on that. 

Mr. Gorpon: A Lord Chief Justice of England said: “The long line of cases 
showed it is not merely of some importance, but it is of fundamental importance 
that justice should not only be done, but it should manifestly and undoubtedly 
be seen to be done”. 

The CHarrmMan: Oh yes, but that includes both. You said it was more 
important that it should appear to be just than that it should be just. 

Mr. Gorpvon: I say when you go into a crowded department and talk to an 
assessor, and you have another assessor right beside you hearing what you say, 
as Mr. Elliott so vividly described it, you do not think you are getting a proper 
decision. I think there should be a certain amount of solemnity about these 
occasions, so that the taxpayer would be satisfied that his case was being handled 
by an independent man in a judicial manner. . 

Mr. StrkEMAN: Would your requirement of solemnity contemplate witnesses, 
rules of evidence, and formal argument? 

Mr. Gorpon: I would leave that to the board to develop as they go along. 

Hon. Mr. Hucessen: I want, Mr. Gordon, to go back to pages 8 and 9 of 
your brief. At the bottom of page 8 you say that the minister under this act 
may exercise 115 discretions. Have you any means of comparing the number of 
discretions in the English Act or the Australian Act? 

Mr. Gorpon: If Mr. Stikeman will agree with me, I will say that there are 
very few discretions in the English Act. 

Mr. StrkeMAN: There appears to be no formal delegation of discretions to 
the minister. 

Mr. Gorpon: The principal discretion is the authority to direct companies 
to divide undistributed income. 

Hon. Mr. Hueessen: I think your principal objection to the discretion 
would be met if there was this Board of Appeals which could review the discre- 
tion impartially. 

Mr. Gorpon: It would, senator, because the board would soon declare rulings 
which people could understand and follow. My other point is that I think pos- 
sibly half the discretions are entirely unnecessary. 
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Hon. Mr. Hucessen: Yes. As between the two, though, you would prefer 
to have your board, which would probably result, as you say, in wiping out a 
lot of uncertainty about discretions? 

Mr. Gorvon: Section 90 provides for capital expenditure allowance and it 
gives the minister discretion to settle the amount of the capital expenditure. 
Lawyers know that cases of this sort take a very long time to find out. what, for 
instance, a building is worth; probably it is the longest proceeding known to the 
law. The minister has neither the clerks nor the stenographers to take down the 
evidence. When we are litigating with the contractor as to the cost all these 
things are available; but when we litigate with the minister they are not. Why 
was the minister given that discretion without the equipment to exercise 1b? 

Hon. Mr. Hucessen: The reason I asked the question way that some of the 
briefs already presented to us state that the appeal tribunal should in the first 
instance exercise discretion. 

Mr. Gorpon: It seems to me there should be some discretion. Then the 
tribunal would say: “We do not think the way it was exercised was just. We 
think it should be exercised this way and we state the amount”. 

Hon Mr. Hucrssen: I am not quite certain what your ultimate suggestion 
was with regard to the question of bad debts, Mr. Gordon. Is it your view that 
the taxpayer should be allowed to write off bad debts at any time he sees fit? 

Mr. Gorpon: Yes. But at the present. the Revenue Department has the right 
to say: “You should have written that off two years ago when the tax was one 
hundred per cent.” 


Hon. Mr. Hucessen: No. Apart from that, he would not have the right I 


_ suppose to say when the debt had become a bad debt? 


Mr. Gorvon: I would say the debt became a bad debt when the time 
for payment had passed. 

The Cuairman: At the time you do not regard that as a bad debt? 

Mr. Gorpon: It may not be a bad debt, but that is the time he expected to 
get it paid. 

Hon. Mr. Haypen: When later what you had written off as a bad debt is 
paid, why should it not go into the return for the year he receives payment? It 
would just appear as revenue for that year. 

Mr. Gorpon: Suppose there were many losses, you could not go back and 
put every item in the proper year. ; 

Hon. Mr. Hara: On a cash basis any bad debts go into that year. 

Mr. Gorpon: You do not have bad debts on a cash basis. 

Hon. Mr. Hata: You do not write them off, but they are there just the same. 
If you don’t collect them, you don’t show them. 

Mr. Gorvon: I think, Senator, what you say is exactly right. You take it 
out when it is bad and you put it back when it is paid. But the accountants tell 
me that would be very involved. I say, just change it when it makes a real 
difference. 

Hon Mr. Hucessen: Will you turn to page 14, Mr. Gordon? In the third 
paragraph you say: “The senior officials of the department, who are in charge of 
making assessments and collecting the revenue, are compelled to spend a major 
part of their time in adjusting disputes.” Is not that likely to be so under any 
set, of circumstances? Are there not always disputes of some kind which are 
susceptible of final settlement between the officers of the department and the 
taxpayer? 

Mr. Gorpon: I think it would cut down the amount of the work tremend- 
ously. 


Hon. Mr. Hucrssen: The officials and the taxpayer would say: “We are in 
dispute about that, and we put the thing up to the court, to the board.” 
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Mr. Gorpon: Exactly. | 

Hon. Mr. Hucessen: Your suggestion for changing section 6 (1) (a) struck 
me as extremely interesting. You propose that we substitute Lord Macmillan’s 
suggested wording? ; 

Mr. Gorpon: I do not, Senator, I say that is a suggestion which has been 
arrived at after a great deal of thought. I think the thought should be directed 
in another way. I do not think it is the best possible wording. You cannot 
consider this subject without looking at the history. | 

Hon. Mr. Hucrssen: No. I should like to get your views on what you 
would suggest then as a substitute for 6 (1) (a). 

Mr. Gorpon: May I say something before I come to that? 

Hon. Mr. Hucessen: Please. | 

Mr. Gorpon: When this act was passed in 1807 England was fighting for 
her life. Treasury bonds were not accepted in payment of taxes. The law 
was part of the plan to fight Napoleon. The government did not care what 
they were going to do. Pitt went into the House of Commons and you will see 
from his remarks that none of the proper deductions were considered for a 


minute. He said: “I want that proportion of your income. If a man gets an 


annuity he will pay us so much. That is what we want.” So it started off 
wrong. At that time it was not intended to tax income but to tax all the money 
a man had in his pocket. 

Hon. Mr. Hucessen: It was an emergency. 

Mr. Gorpon: Yes. As you know, the act was repealed in 1816. I think 
you should get a report from your legal authorities as to what deductions are 
allowed or disallowed which look funny. 

Hon. Mr. Hucessen: What? 


Mr. Gorpon: Funny. There are lot of deductions which you should get. 
Then I think you should submit the report to the Association of Chartered 
Accountants. You would say: “This is the law. Which of these deductions do 
you think should be allowed and which disallowed?” Then I think you should 
submit it to the economists and say, “Is it a good thing to allow sinking funds 
or is it not?” Then I would submit that to the government and say, “Which 
of these deductions are you prepared to allow?” After that I would have the 
act drawn to meet the case. I would set out all the deductions for bad debts, 
depletion, depreciation and add a clause something like this—but I hesitate. to 


read this clause because my whole argument before the committee is that these | 


clauses must be considered with great care. Somebody has been trying to find 
the solution for 150 years. So why should I be asked to do it in five minutes? 
But this is the clause I have suggested: 

Such other expenses and disbursements as a Board of Tax Commissioners 
may allow, and the Board of Tax Commissioners shall allow such expenses and 
disbursements as they consider are properly deductible from gross income in 
order to ascertain actual net profits, 

I say, let us make certain as much as we can; leave the rest to the judgment 
of a fair tribunal, on which there will be appointed people who have knowledge 
of the subject. | 

Hon. Mr. Hucrssen: One learns a good deal from the act. 

Mr. Gorpon: If you give me section 88 I will redraft it into 10 lines instead 
of 9 pages. 

Hon. Mr. Hucessen: I was referring to section 6 (1) (a). 


Mr. Gorpon: 6 (1) (a) contains the whole of sections 5 and 6 and covers | 


9 pages. 
Hon. Mr. Campsetu: Mr. Gordon, your whole suggestion is if there was a 
more scientific approach made to these problems in the light of our economics of 


ee 


—-.  e 
« ft eo ; 
1, ee 


TAXATION 141 


to-day some of the sections of the act could be drafted in a specific manner so 


as to provide for deductions which should properly be made before determining 
the income liable to tax. : 

Mr. Gorpon: You have expressed exactly what I have been trying to say 
all day. 

Hon. Mr. Hucessen: There is just one question, Mr. Gordon, on the matter 
of depreciation. I understood you to say that under the English legislation it 
was specified that depreciation should be allowed and that it should be allowed 
at a specific rate. Is that so? 

Mr. Gorvon: No. 


Hon. Mr. Hucessen: You said at least that there had been statutory provi- — 
sion made for the allowance of depreciation. 

Mr. Gorpon: There is a statutory right to it. Here there is no right, and 
it is up to the Minister. I do not want to leave it at that; if we could refer to the 
section it could be cleared up. 

Mr. StrKEMAN: I have not got the English act here. 

Mr. Gorpon: It would be necessary to look at the act, Senator, because I 
apparently have not reflected the true meaning. 

Hon. Mr. Hucressen: You suggest that the Canada Act be widened and 
extended to provide for certain particular classes of depreciation, or that that 
should be done by some order in council so that somebody would know. 

Mr. Gorpon: The minimum rates should be established as far as possible 
by law; and, if for any particular reason a man’s rate was not sufficient, he 
should be entitled to go before this board and get a larger one. 

Hon. Mr. Haypen: Why is the taxing authority concerned about the rate? 
The faster it is written off, the more of your income that becomes subject to 
taxation. 

Mr. Gorvon: That is my feeling. 

Hon. Mr. Haypen: Why have any rates? Why not let them take what 
they want, and once it is established let them stick to it? 

Mr. StrKEMAN: It-is more a question of values than rate. 

Mr. Gorpon: There is a definite rate under which you cannot go. I think 
the easier we are on the rate the better it will be for the country. 

Hon. Mr. Haypen: From the taxing authorities standpoint what difference 
does it make? 

Mr. Gorpvon: They get less revenue this year, although they might get more 
in ten years. 

Hon. Mr. Haypren: If I take 20 per cent a year for five years then I am 
running into a larger tax. 

Mr. Gorpon: The government might need the money this year. 

Hon. Mr. Haypen: The government might need the money this year, but 
in five years the need might be much greater. 

Mr. Gorpon: I think the question of depreciation is a matter of policy for 
the government. 

Hon. Mr. Haypen: It is a question of policy, but I think value is much 
more important than actual rates taken by the taxpayers each year. 

- The Cuarrman: Gentlemen, our quorum is breaking up. I had hoped that 
if we got through earlier to-day we might have heard Mr. Oliphant. However, 
at this hour I do not think it would be fair either to the committee or to Mr. 
Oliphant to proceed further. 


The committee adjourned until Wednesday, April 10, at 10.30 a.m. 
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APPENDIX 


EXHIBIT No. 1 


CATEGORIES OF DISCRETION 


. Allowance of Reserves: 


a. Depletion; 
b. Depreciation; 
ce. Bad Debts. 
d. Inventory. 


. Limitation of Expenses: 


1. Expenses; 

2. Salaries; 

3. In capital expenditure allowance; 
4. Interest. 


._ Determination of the true nature of fidnanchi ane 


where lessening of tax may be involved with reference 

to companies and individuals: 

1. Inter company purchases and sales; 

2. Value of shareholders’ property transferred to 
company ; 

3. Unreasonable payment to non-resident companies; 

4. Transactions between husband and wife and par- 
ent and child. 


_ Determination of the nature of income: 


1. Interest portion; 
2. Tax free living allowance. 


. Determining nature and effect of certain legal docu- 


ments and reciprocal acts. 
Approval of Pension Schemes. 


. Minor Administrative Discretions: 


1. Extending time for making return; 

2: Require production of letters and documents 
involved in assessment; 

3. Require keeping of books; 

4. Demand payment of taxes for a person suspected 
of leaving Canada. 


. Regulations to carry Act into effect. 
. Waiving of penalties: 


1. Failure to file return. 


Determination of Standard Profits: 
a. Commencement of business; 

b. Nature of business. 

Adjust Standard Profits: 

1. Basis of partial fiscal period; 
2. Alteration of capital. 


Reference to Board of Referees in case of new or 
substantially different business. 


(The sections listed are from the Income War Tax Act unless they are 
marked E.P.T. which signifies Excess Profits Tax Act.) 


a 
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EXHIBIT No. 2 


His Majesty by and with the advice and consent: of the Senate and the 
House of Commons enacts as follows:— 


1—This Act may be cited as the Tax Commissioners Act. 


2—There shall be a Board to be called the Board of Tax Commissioners 
consisting of at least ... members appointed by the Governor in Council, the 
members of which shall jointly and severally have all the powers and authority 
of a Commissioner appointed under Part I of the Inquiries Act. 


(2) One of the members shall be appointed Chairman and another 
Vice-Chairman by the Governor in Council. The Chairman and the Vice- 
Chairman and a majority of the Board, including the Chairman and the Vice- 
Chairman, shall be qualified legal practitioners of any Province of Canada of at 
least ten years’ standing. In the absence of the Chairman, the Vice-Chairman 
shall be vested with all the powers conferred by this Act upon the Chairman. 

(3) Each member shall hold office during good behaviour for life from the 
date of his appointment subject to the provisions of Subsection (5) hereof but 
may be removed for cause at any time by the Governor in Council. 


(4) The Chairman, Vice-Chairman and other members of the Board shall 


be paid such annual salaries as the Governor in Council may determine. 


(5) The provisions of the Judges Act (R.S:C. Chap. 105) as to the 
superannuation and retirement of judges of any superior court in Canada shall 
apply mutatis mutandis to the superannuation and retirement of members of 
the Board of Tax Commissioners. 


(6) If any member by reason of illness or other incapacity is unable at 
any time to perform the duties of his position, the Governor in Council may 
make a temporary appointment of a qualified person to sit in his place and 
stead upon such terms and conditions and for such term and at such salary as 
the Governor in Council may prescribe. 


3.—The Board may sit in divisions of not less than 3 members and there ~ 


shall be as many divisions as the despatch of business may require. One mem- 
ber of each division shall be a duly qualified legal practitioner of any Province 
of Canada of at least ten years’ standing and such member shall preside at all 
hearings before such division. . 

(2) Any division of the Board shall have power to hear and determine in 
the mame of the Board any matter submitted to the Board provided that any 
decision of a division of the Board interpreting any Act of Parliament of 
Canada or of any legislative assembly of any Province of Canada, or any 
section of any such Act, or involving a question of law, shall be approved by 


the Chairman of the Board of Tax Commissioners before such decision becomes | 


effective. 


4——The Board shall act as a Court of Appeal to hear and determine any 


appeal made by a taxpayer from an assessment under the Income War Tax Act 


or the Excess Profits Tax Act. 

(2) The Board shall have power to determine all disputes between taxpayers 
and the Department of National Revenue with respect to taxes payable under 
the Income War Tax Act or under the Excess Profits Tax Act. 

(3) The Board shall have power to determine and declare the liability 
for tax under the Income War Tax Act or the Excess Profits Tax Act in respect 
of any case stated in writing to the Board by a taxpayer or by the Department 
of National Revenue whether or not liability for such tax has been incurred. 


a” 
WW 
P { 
da Vee 
a fuk GION RE? a ; 
ee AT ee a te 


TAXATION 145 


(4) The Board of Tax Commissioners shall duly consider any matter 
submitted to it and upon hearing the evidence adduced and upon such other 
inquiry as it deems advisable shall determine the matter affirming or amending 
the assessment and/or shall deliver judgment in accordance with its findings 
and the findings of the Board on questions of fact shall be final and conclusive. 


(5) The Board shall have and may in determining any question before 
it exercise all the powers and discretions vested in the Minister under any of 


- the provisions of the said Acts, and notwithstanding any previous exercise or 


purported exercise thereof by the Minister, shall exercise such powers and dis- 
eretions in the manner in which in the opinion of the Board the Minister should 
have exercised the same in the first instance. | 

(6) An appeal shall lie from the Board to the Exchequer Court upon any 
question of law or question of mixed law and fact. 

5.—The Board of Tax Commissioners may with the approval of the 
Governor in Council make all necessary rules and regulations respecting 

(a) the sittings of the Board and divisions thereof throughout Canada, 

(b) The practice and procedure in all matters of business to be dealt with 
before the Board, 

(c) the apportionment of the work of the Board among its members, the 
allocation of members to divisions and the assignment of divisions to sit at 
hearings, | 

(d) the publication of the decisions of the Board, 

(e) generally, the carrying on of the work of the Board, the management 
of its internal affairs and the duties of its officers and employees, 

(f) any other matter or thing deemed necessary in the performance of the 


= function of the Board as a court of tax appeals. 


6—The Governor in Council: may from time to time or as the occasion 


~ requires appoint one or more experts or persons having technical or special 


~ 


knowledge of the matters in question to assist in an adivisory capacity in respect 
of any matter before the Board. 

7—There shall be a Registrar of the Board of Tax Commissioners and such 
Assistant Registrars as may be required for the despatch of business by the 
Board, who shall be appointed by the Governor in Council and who shall 
hold office during pleasure. The salary of the Registrar and Assistant Regis- 
trars shall be such as may from time to time be fixed by the Governor in Council. 

8—In the absence of the Registrar from illness or any other cause, the 
Chairman or Vice-Chairman of the Board may designate one of the Assistant 
Registrars as Acting Registrar and such Acting Registrar shall thereupon act 
in the place of the Registrar and exercise his powers. 

9—Such other officers, clerks and employees as are necessary for the proper 
conduct of the business of the Board of Tax Commissioners may be appointed 
in the manner authorized by law. 

10.—The salaries or remuneration of all officers, clerks and assistants, and 
all the expenses of the Board incidental to the carrying out of this Act, including 
all actual and reasonable travelling expenses of the members of the Board and 


the Registrar and Assistant Registrars and of such members of the staff 


of the Board as may be required by the Board to travel, necessarily incurred 
in attending to the duties of their office, shall be paid monthly out of monies 


_ to be provided by Parliament. 
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11—No member of the Board or Registrar or clerk or assistant shall 
communicate or allow to be communicated to any person not legally entitled 
thereto any information obtained under the provisions of this Act or allow any 
such person to inspect or have access to any written statement furnished under 


the provisions of this Act. 


12—No member of the Board of Tax Commissioners shall, either directly 
or indirectly, as director, manager, partner or employer of any corporation, 
company or firm, or in any other manner whatever for himself or others, engage 
in any occupation or business other than his duties as such member, but every 
such member shall devote himself exclusively to such duties. 


46 George III (1806) U.K. 
c.65 Schedule (D). 


No sum or Sums shall be 
set against or deducted from, 
or allowed to be set against 
or deducted from, such 
Profits or Gains. 


for any Disbursements or 
Expenses whatever, not 
being Money wholly and 
exclusively laid out or ex- 
pended for the Purposes of 
such Trade Manufacture 
Adventure or Concern. 


nor on account of any Cap- 
ital withdrawn therefrom; 
nor for any Sums employed 
or intended.to be employed 
as Capital in such Trade 
Manufacture Adventure or 
Concern; 


nor for Rent or Value of 
any Dwelling-house or dom- 
estic Offices, or any Part 
of such Dwelling-house or 
domestic Offices, except such 
Part thereof as may be used 
for the Purposes of such 
Trade or Concern. 

nor for any Debts, except 
such Debts, or such Parts 
thereof as shall be proved to 
the Satisfaction of the 
Commissioners respectively, 
to be irrecoverable and des- 
perate; 


EXHIBIT No. 3 


8 & 9 Geo. 5 (1918) U.K. 
c.40: 


Schedule D. 


Rules applicable to 
Cases I and II 


3. In computing the amount 
of the profits or gains to be 
charged, no sum shall be 
deducted in respect of— 


(a) any disbursements 
or expenses, not 
being money wholly 
and exclusively laid 
out or expended for 
the purposes of the 
trade, profession, 
employment, or vo- 
cation: 


(f) any capital with- 
drawn from, or any 
sum employed or 
intended to be em- 
ployed as capital in 
such trade, profes- 
sion, employment or 
vocation: 


(c) the rent or annual 
value of any dwel- 
ling-house or domes- 
tic offices or any 
part thereof, except 
such part thereof 
as is used for the 
purposes of the 
trade or profession: 
Provided that where 
any such part is so 
used, the sum_ so 
deducted shall be 
such as may be 
determined by the 
commissioners, and 
shall not exceed 
two-thirds of the 
annual value or of 
the rent bona fide 
paid for the said 
dwelling- house or 
offices: 


RS.C. 19272 eSf aang 
Amendments 


Deductions from Income Not 
Allowed 


6.(1)\ In computing the 
amount of the profits or 
gains to be assessed, a 
deduction shall not’ be 
allowed in respect of 


(a) disbursements or 
expenses not wholly, 
exclusively and 
necessarily laid out 
or expended for the 
purpose of earning 
the income: 


(b) any outlay, loss or 
replacement of cap- 
ital or any payment 
on account of cap- 
ital or any deprecia- 
tion, depletion or 
obsolescence, except 
as otherwise pro- 
vided in this Act; 


(c) the annual value of 
property, real or 
personal, except 
rent actually paid 
for the use of such 
property, used in 
connection with the 
business to earn the 
income subject to 
taxation; 


Sn heres 


nor for any Disbursements 
or Expenses of Maintenance 
of the Parties, their Fam- 
ilies or Establishments; 
nor for any Sum expended in 
any other domestic or priv- 
ate Purposes, 
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(4) any debts, except 
bad debts proved to 
be such to the satis- 
faction of the com- 
missioners and 
doubtful debts to 
the extent that they 
are respectively es- 
timated to be bad. 
In the case of the 
bankruptey or in- 
solvency of a debtor, 
the ‘amount which 
may reasonably be 
expected to be 
received on any 
such debt shall be 
deemed to be the 
value thereof: 


(6b) any disbursements 
or expenses of 
maintenance of the 
parties, their fam- 
ilies or establish- 
ments or any sums 
expended for, any 
other domestic or 
private purposes 
distinct from the 
purposes of such 
trade, profession, 
employment or vo- 
cation: 


(mv) can ¥- - royalty. or 
other sum paid in 
respect of the user 
of a patent. 


6.(1) Im charging the pro- 
fits or gains of a trade under 
this Schedule, such deduc- 
tion may be allowed as the 
commissioners having juris- 
diction in the matter may 
consider just and reasonable, 
as representing the dimin- 
ished value by reason of 
wear and tear during the 
year of any machinery or 
plant used for the purposes 
of the trade and belonging 
to the person by whom it is 
carried on. 


EXHIBIT No. 4 


(d) amounts 


(f) 


(1) 
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trans- 
ferred or credited 
to a reserve, con- 
tingent account or 
sinking fund, except 
such an amount for 
bad debts as the 
Minister may allow 
and except as other- 
wise provided in 
this Act; 


personal and living 
expenses; 


6 


Royalties paid by 
persons who are not 
residents of Canada 
out of royalties re- 
ceived by such per- 
sons. from sources 
within Canada. 


(m) depreciation, except 


such amount as the 
Minister in his dis- 
cretion may allow, 
including 

etc. etc 


That the Council of The Canadian Bar Association is alarmed by provi- 
sions in the federal taxing statutes giving persons other than Parliament wide 
discretionary powers which constitute in effect a delegation by Parliament of 


its legislative authority. 


That it accordingly recommends that a standing committee of the House 
of Commons be set up to which will be referred for consideration all proposed 
taxation legislation and that every member of the public interested may make 
representations to such Standing Committee with a view to having taxation 
imposed on a fair and equitable basis. 

That the taxing departments have administrative powers only and that 


by a judicial body. 
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EXHIBIT No. 5 


MINISTER OF FINANCE 
CANADA 


Orrawa, 4th December, 1943. 


Dear Mr. LarpLaw,—I have your letter of November 30th, containing copy — 
of a resolution passed at the annual meeting of The Canadian Bar Association. 

This resolution, if carried out, would in effect substitute the American 
system for the British system of instituting taxation measures. I hope the 
members of the Association realize all the implications. It would mean all 
kinds of forward notice of probable taxation measures to interested individuals 
and corporations. I would be afraid, also, that there would be some log-rolling, 
but perhaps Canada is above that. 

If the members of your Association will cast their minds back over the last 
year or two and consider the experience of the United States in taxation matters, 
including the struggles to get on a “pay-as-you-go” plan, the efforts of the 
Treasury to get anti-inflationary measures of taxation, and so forth, you will 
see that the evolution of a Budget by a Parliamentary Committee has some 
disadvantages. 

The resolution will, however, receive consideration. 


Yours very truly, 
Ga be Mae CILAG Ae 
T. W. Latwwiaw, Esq., K.C. 

Secretary-Treasurer, 

The Canadian Bar Association, 

22 Old Law Courts. Building, 

Winnipeg, 

Manitoba. 
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INCOME WAR TAX ACT 


1. Establishment of Board of Tax Commissioners 

The Committee is of the opinion that the increased burden which has 
fallen on the Deputy Minister of National Revenue for Taxation and his staff 
in recent years makes it essential that the appeal procedure in the Income War 
Tax Act be amended to provide: 


That a Board of Tax Commissioners be appointed to hear and determine 
the following matters:— 


1. All appeals from assessments. 


2. Such other matters as may be referred to the Board by the Minister. 

That such Board may establish the rules and procedure under which such 
appeal may be heard. 

That the decisions of the Board shall be made public except in the case 
of a reference by the Minister under item number 2) above. 

That the Board hold hearings at various points throughout Canada at 
which taxpayers may appear either in person or by counsel or other 
representative. 

That the Board may review any question of fact or law or the exercise of 
of any discretion conferred on the Minister by the Act. 

That a further appeal shall lie to the Exchequer Court of Canada from 
any decision of the Board upon an appeal from an assessment. 


2. Calculations by Taxpayers 

The Committee is of the opinion that little can be done to simplify the 
returns required by the Government but much could be done in simplifying 
calculations, which the average taxpayer finds difficult and confusing. This is 
largely due to the fact that the normal tax is based upon total income, while the 
graduated tax is based on total income less $660. 

It is recommended that the various individual taxes be combined and that 


two tables be placed in the Act setting out the precise tax payable by married 


and unmarried persons for each $100 of income received up to $3,000, and for 
each $1,000 of income received in excess of that amount, and that minor varia- 


_ tions be made in the rates, where necessary, to simplify calculations. 


The Committee would be willing to prepare proposed, tables if such action 
would be of assistance. 


3. Allowances for Dependents 


Section 1, Rules 1 and 5, and Section 2, Rules 3, 4 and 5, of the First Schedule 
to the Act permit a taxpayer to make certain deductions in regard to diependents. 
We assume that if a taxpayer did not support his dependents they would become 
a public charge. The Committee recommends that these exemptions be amended 
so as to include all dependents related to the taxpayer by blood or marriage who 
might otherwise become a public charge. Under the present law a taxpayer Is 
entitled to deduction if he supports his mother, which isa duty most people accept 
without grumbling. He receives no deduction if he is obliged to support. his 


‘mother-in-law which is usually done under protest. He is permitted to make a 
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deduction if he supports a brother or sister, but if his brother should die, leaving a 


two orphan children, he is allowed nothing. This situation causes hardship to 
many taxpayers with low incomes. The amount involved is not large and the 
amendment seems both just and equitable. 


4. Interest Penalties 

It is recommended that the Act be amended to provide that the 3 per cent 
interest penalty shall not be applied in respect of assessments where an appeal 
has been filed. 


5. Re-opening of Assessments 

The Committee recommends that Section 55 be amended by limiting the time 
under which an assessment may be re-opened except. in cases of fraud or 
misrepresentation, and advises that the English practice be followed. The 
limitation in the English Act is found in 13 and 14 George V (1923) Chapter 14, 
Section 29. 

Under the present law an assessment may be re-opened at any time and it 
frequently happens that the books have been lost or destroyed and the persons 
cognizant of the facts are unavailable and consequently the taxpayer cannot 
obtain the necessary evidence to oppose any further claim. 


6. Annuities : 

It is submitted that the basis of taxing annuities under the Dominion 
Income War Tax Act requires re-examination. Current rates of income tax, 
together with the imposition of two succession duties, Provincial and Dominion, 
have provoked a critical situation respecting annuities payable as a result of 
death. Furthermore the taxation of retirement annuities and principal payments 
made annually under the terms cf a will or trust is so inequitable as to discourage 
many Canadians from making orderly provision for their own old age and their 
dependents. 


The theory that when a life annuity has been purchased the capital has been 


converted into income is a principle which has beén developed in England over 
the centuries, presumably arising from the system of life interests connected 
with the method of landholding in tail. No such conditions need complicate 
the issue in Canada where life interests rarely, if ever, are bought or sold. 

To treat the whole of a life annuity or annual payments from the capital 
of an estate as income for tax purposes results in a capital levy on that portion 
of the annuity or payment not arising from interest, and violates the principle 
that an income tax should reach income and should not touch capital. The 
equitable, economic, social and mathematical considerations should not be 
ignored. 


We are convinced that it is desirable in every way to encourage the people — 


of Canada to arrange their savings in such a way as to provide life annuities 


for their own old age; this embraces such a provision through the medium of — 


life insurance carried by those upon whom elderly people are dependent for 
their living. 

The income taxation of life annuities discourages this form of thrift and 
foresight, as clearly indicated in the following example:— 


Suppose a woman is widowed at age 55 and has been left with 
$18,000 in cash (perhaps the proceeds of an insurance policy on her 
husband’s life). This $18,000 must keep her for the rest of her life. 
She may buy a Dominion Government Annuity with the entire amount 
and receive about $100 monthly as long as she lives. She is obliged, on 
the present basis of taxation, to pay out $246 in income tax (including 
refundable tax) each year, a sum equal to her income for almost 24 


months. With this knowledge, she decides instead to buy Government — 
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bonds and to live on the interest plus enough from capital to produce 
a total of $100 monthly. Her actual “income” will be less than $540 
in the first year,.diminishing year by year, so that no tax is payable. 
However, after about 20 years she will have used her entire capital and 
will be destitute. 


The purchase of a life annuity from the Government or other insurer merely 
represents an insurance against the risk of living too long. Why should such 
a transaction be penalized? 

It is submitted that only the true income element in a life annuity should 
~ be taxed as income. The principle is now recognized in Canada, the United 

Kingdom and in the United States with respect to annuities for terms certain 
- where no life contingencies are involved. In the case of life annuities there 
are a number of methods of approximating to the true income portion of each 
year’s payment, each of which achieves a reasonable degree of equity while at 
the same time permitting a comparatively simple calculation. The Chief Actuary 
of the Dominion Government has already offered a suggestion in this connection 
in a paper delivered to the Actuarial Society of America in May 1940. The 
method in actual use in the United States also has much to commend it. 

With particular reference to the taxation of annuities received under wills 
or trusts, the relief afforded by the revision of clause (g) of section 3 last year 
is inadequate. It is submitted that at the least the exemption, to the extent 
provided, should be extended to all wills or trusts regardless of the date upon 
which the same became effective. 


7. Accumulations of Undistributed Income 


The Committee has given careful consideration to the problems created by 
the liability of shareholders to taxation on undistributed income in the case of 
corporations owned by a small number of individuals. This problem is 
accentuated when considered in connection with succession duties and the 
necessity of realizing moneys with which to pay the same. 

Upon the death of. a principal shareholder of such corporations as have 
on hand undistributed income in substantial amount, the estate is subject to 
almost confiscatory taxation upon the withdrawal of funds from the corporation 
to meet succession duties. Alternatively where the undistributed income re- 
presents any significant part of the net worth of the corporation, being possibly 
invested in fixed and working assets, the liability to ultimate taxation mitigates 
against the sale of the shares to third parties except at extreme sacrifice. 

We believe that the remedy to the present situation should be one of general 
application: it involves recognizing that earnings reinvested in working assets 
are in fact capital and, further, that existing rates of personal taxation, while 
bearable when applied to true income, are unreasonable and confiscatory when 
applied to “deemed to be” income which is in fact capital. 

In the view of the Committee, this problem will recur so long as the present 
system of taxing both the corporation and the shareholder remains in force and 
business continues to employ the device of ploughing back earnings to accomplish 
its expansion and development. ‘The latter practice the Committee views as 
fundamental to the commercial and industrial well being of the nation. It 
recommends, therefore, that a permanent solution be sought along the lines of 
abolition of double taxation of corporations and shareholders. 


-8. Averaging of Profits , 
When income taxes were comparatively low the taxation of profits on th 
basis of a twelve-month period did not result in undue hardships or inequalities. 
However, with the present high tax rates business operations will be seriously 
penalized by a continuation of such a policy. The ‘Canadian Government should 
follow the principle recognized by the Government of the United Kingdom 
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and the United States that a certain fluctuation over a period of years is common 
to most businesses and the losses sustained in one year are frequently the 
foundation for profits in later years, or in many instances are the result of an 
inflation or overstatement of profits in preceding years. For example, under 
wartime conditions business generally is unable to provide adequately for proper 
maintenance of plant or probable inventory losses. Expenditures which will have 
to be made on account of these items should be provided for out of current 
earnings. To the extent that such provision is not being made, current earnings 
are being overstated and subsequent years’ earnings will be unfairly penalized. 

To correct this situation it is recommended that legislation be enacted 
extending the provisions of paragraph (p) of Section 5 (1), to permit the carry 
back or the carry forward of losses to the two years preceding or succeeding 
the taxation year. Such legislation would meet many of the objections to the 
present tax act under which it is impractical to make adequate provision for 
anticipated losses. It would not relieve the inequities which sometimes result 
from the levying of high excess profits taxes in one year and minimum taxes in 
the succeeding year, and it is recommended that consideration also be given 
to the enactment of legislation which would provide for at least a partial averag- 
ing of profits subject to the excess profits tax. 


EXCESS PROFITS TAX ACT, 1940 


1. Assignment of the Refundable Portion 


There is no provision in Section 18 of the Excess Profits Tax Act whereby 
the refund due to a corporation may be disposed of in the event of winding up 
prior to the date for payment. It is recommended that where a corporation 
is to be wound up the refund may be assigned to a trustee who shall receive 
and deal with the said moneys on the same terms and subject to the same 
liabilities as the corporation originally entitled thereto. 


2. Computation of Capital Employed 


Under the provisions of Section 4 of the First Schedule of the Act 50 per 
cent of the dividends declared in any year must be deducted for purposes of 
computing the capital employed for that year. This deduction, however, applies 
only to the taxation year and not to the capital employed as computed for the 
punpose of determining standard profits for the base period 1936 to 1939. The 
effect is to penalize a company whose dividend policy has ‘been consistent over 
a period of years by an arbitrary reduction of the capital employed in the 
taxation years subsequent to the base period. 

To correct this inequity, it 1s recommended that the following- words be 
deleted from Section 4 of the First Schedule of the Act:— 

provided however, that dividends paid in cash during such period 
shall constitute a deduction from the capital employed at the commence- 
ment of the said period to the extent of one-half the total amount of 
dividends paid during the sard period. 


3. Adjustments to Standard Profits 


. 
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The provisions of Section 4 as they apply to increases or decreases in capital © 


employed in the taxation period are not sufficiently specific to permit the tax- 
payer to determine how he is to be taxed. As an example, there is no specific 
provision as to the dates as of which a measurement is to be made to see whether 
capital employed has increased or decreased; further the definition of capital 


employed, particularly Section 4 of the First Schedule, is not appropriate to the 


measurement of changes at specific dates. 
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The meaning of the first proviso to Section 4 (b) (1) is uncertain with the 
words “accompanied” and “equivalent” both susceptible to a variety of interpre- 


~ tations. 


The fact that the whole Section is operative at the discretion of the Minister 
effectively prevents a taxpayer from asking the courts to deal with the ambiguous 
language. On the other hand the administrative practice tends to become rigid 
and to follow certain rule of thumb methods so that the taxpayer fails to gain the 
benefit of a real exercise of discretion. 

It is accordingly recommended that the section be rewritten stating in clear 
language what adjustments will be made in respect of changes in capital 
employed. 

4. Consolidations 

The Act is silent as to the position of consolidations. This presents little 
difficulty where the consolidation has been in effect during the standard period 
and continues thereafter. Where a change occurs, however, or when consolidation 
occurs for the first time subsequent to 1939, there is no provision for the deter- 
mination of standard profits. A regulation has recently been published in 
the Canada Gazette purporting to cure the legislative omission. Apart from the 
question of the validity of such regulation, its terms do not provide an equitable 
solution. It is recommended that the statute should expressly provide that 
where consolidation takes place, the consolidated standard profit should be 
the sum of the standard profits to which the individual companies are entitled. 


5. Controlled Companies 

Section 15A enacted at the last session of parliament has had the effect 
of denying the right of application to the Board of Referees for standard profits 
determination to controlled companies incorporated since 1939 unless sub- 
stantial new capital has been introduced coincident with the formation of the 
controlled company. 

While this provision eliminates certain abuses which were possible under 
the prex-existing legislation, it works a severe hardship on certain classes of 
taxpayers, particularly— : 

(a) Where the controlled company is a service type organization and 
capital is not an important factor in the earning of income. A specific 
provision removes management fee companies engaged on war con- 
tracts from this disability; and 

(b) where capital has increased since 1939 but the increase is not co- 
incident with the formation of the controlled company (see examples 
hereunder). 

It is suggested that Section 154 be amended to provide: 

(a) That in the case of controlled companies incorporated since 1939 the 
minimum standard of $5,000 shall not apply. 

(b) That upon the application to the Board of Referees by a controlled 
company, the maximum capital employed upon which a standard 
profits may be based shall be the excess of capital employed by the 
controlling and controlled company together at the time of incorpor- 
ation of the controlled company over the capital employed by the con- 
trolling company on the commencement of the last year in the standard 
period or, where an adjustment has been made under Section 4 (b) (), 
over the capital employed as determined for the purpose of such 
adjustment. 

The adoption of this suggestion will leave service type companies free to 
apply to the Board of Referees under Section 5 (3) and will limit the amount of 
capital upon which a standard profits can be granted a new company to the 
actual amount of new capital introduced into the joint enterprise, either through 
new investment or non-withdrawal of profits. 
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Examples of Discriminatory Effect of Section 15A 


(a) Company “X” formed before the war purchases in 1943 the shares 
of Company “Y”, Company “Y” was formed in 1940 and is engaged 
in a service type business (operating repair garages in industrial 
plants on a fee basis).. Company “Y” has appeared before the Board 
of Referees and has been granted a standard profits of $25,000, which 
fact had a considerable bearing on the price paid for its shares by 
Company “X”’. The enactment of Section 15A has the effect of can- 
celling the standard profits granted Company “Y”, 

(6) Company “A”, established in 1920, adds to capital employed as 


follows:— 
Undistributed Proceeds of Sale of 
Earnings Additional Shares TOTAL 
1940 $100,000 $100,000 
1941 150,000 150,000 
1942 125,000 $100,000 225,000 
$375,000 $100,000 $475,000 


In 1943 it incorporates a new Company investing therein $450,000 and 


under the terms of the section application to the Board of Referees is denied 
and the controlled Company has a maximum standard profits of $5,000. 


6. Inventory Reserves 


The Income Tax Division is continuing to assess the 12 per cent tax under 
the Third Part of the Second Schedule to the Act on profits before deducting the 
amount of permitted inventory reserves. This would appear to be contrary to 
Section 6 (1) (6) of the Act, which provides that if a company is taxable under 
the Second Part of the Second Schedule of the Act the inventory reserve is de- 
ductible from profits. The wording does not restrict the deduction to the com- 
putation of tax under the Second Part of the Second Schedule. 

Under the provisions of Section 6 (1) (b) the Minister is assessing the 
12 per cent tax on amounts added to profits where a reduction occurs of an 
inventory reserve. 

This double application of the 12 per cent tax may result in taxation of 
more than 100 per cent of the amounts returned to profits from inventory re- 
serve. It is felt that the administrative practice should be changed so as to 
permit of the deduction of inventory reserves in computing tax under the 
third Part of the Second Schedule to the Act. 

At the last session of parliament no action was taken to amend Section 6 
(1) (a) of the Act to clarify the deduction permitted from profits for income 
tax and the 12 per cent tax payable under the Third Part of the Second Schedule 
when computing the 100 per cent tax payable under the Second Part of the 
Schedule in cases where inventory reserves are created or reduced. It is sub- 
mitted that the formula contained in Section 6 (1) (a) is unworkable in cases 
where inventory reserves apply and it is suggested that Section 6 (1) (a) should 
be replaced by a similar section worded as follows: 


A corporation or a joint stock company taxable under the Second 
Part of the Second Schedule to this Act shall be entitled in respect of any 
taxation period to deduct from profits the following: 

(1) Such proportion of the income tax payable under the Income War 
Tax Act (or payable under the said Act prior to the application of 
Sections 8, 89 or 90 thereof) for the same taxation period as the 
excess profits taxable under the said Second Part of the Second 


Schedule bears to the income taxable under the Income War Tax: 


Act. 
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(2) Such proportion of the tax payable under the Third Part of the 

~ Second Schedule of this Act (or payable under this Act prior to the 
application of Section 9 hereof) for the same taxation period as the 
excess profits taxable under the said Second Part of the Second 
Schedule bears to the profits taxable under the said Third Part of 
the Second Schedule. 


EXHIBIT No. 7 


RECOMMENDATIONS FOR AMENDMENTS TO THE INCOME WAR 
TAX ACT AND THE EXCESS PROFITS TAX ACT, 1940 


SUBMITTED BY A JOINT COMMITTEE REPRESENTING THE CANADIAN Bar ASSOCIATION, 
ANp THE Dominion ASSOCIATION OF CHARTERED AccouNTANTS, Marcu, 1945 
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INCOME WAR TAX ACT 


1. Establishment of Board of Tax Commissioners 
’ The Committee again wishes to emphasize the need for an amendment to 
the appeal procedure in the Income War Tax Act and recommends that a 
Board of Tax Commissioners be appointed to hear and determine the following 
matters :— | 
1. All appeals from assessments. 
2. Such other matters as may be referred to the Board by the Minister. 


It is further recommended that the Income War Tax Act be amended to. 
provide :— 
That such Board may establish the rules and procedure under which such 
appeal may be heard. 
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That the decisions of the Board shall be made public except in the case of 
a reference by the Minister under item number 2 above. 

That the Board hold hearings at various points throughout Canada at 
which taxpayers may appear either in person or by counsel or other 
representative. 


That the Board may review any question of fact or law or the exercise of — 


any discretion conferred on the Minister by the Act. 


That a further appeal shall lie to the Eixchequer Court of Canada from 
any decision of the Board upon an appeal from an assessment. 


2. Disallowance. of “Disbursements or Expenses not Wholly, Eacluswely 
and Necessarily Laid out or Expended for the Purpose of Earning the 
Income” 


The language of Section 6 (a) of the Canadian Act is narrower than the 
corresponding language of the English Act, which reads as follows (Rule 3, 
Cases I and II, Schedule D) :— 


any disbursements or expenses, not being money wholly and exclu- 
sively laid out or expended for the purpose of the trade, profession, 
employment or vocation. 


This provision of the English Act has caused a great deal of litigation and 
is universally considered unsatisfactory. As the corresponding provision of the 
Canadian Act is more severe, the situation in Canada is worse than it is in 
England. 

It is recommended that Section 3 of the Act be amended by adding after 
the word “gratuity” in the second line, the following words recommended by 
the English Royal Commission of 1936: 

“computed after making deductions in accordance with ordinary commer- 
cial principles applicable to the computation of profits of that business” 
and striking out Section 6 (a). 


3. Obsolescence 

Obsolescence, like depreciation, is a normal operating charge experienced 
by practically every manufacturing or operating company. While depreciation 
represents the loss of value of “fixed” assets due to wear and tear, obsolescence is 
the loss of value such assets due to the development of improved processes or 
products. Industry is constantly making improvements which render useless or 
which decrease the value of existing machinery or equipment long before it is 
worn out, and if capital is not to be impaired, such losses must be made good ‘out 
of operating profits. In practice, therefore, the prices of goods and services are 
set at levels which will allow for recovering the cost of obsolescence and depre- 
ciation. However, to the extent that a charge for obsolescence is not allowed 
for tax purposes, a tax is actually being levied on capital. Obsolescence is 
particularly important at the present time as extensive research is being carried 
on resulting in improved manufacturing methods. 


A deduction is allowed from taxable income in the United States for a 


regular provision for obsolescence, and losses suffered in excess of such a 
provision may also be deducted. In Great Britain a deduction is also allowed 
for obsolescence actually suffered, but only to the extent that obsolete machinery 
and equipment is actually replaced with improved facilities. 

It is believed that if a procedure somewhat similar to that laid down under 
British practice were followed in Canada it would meet most of the legitimate 
criticism which has been raised on this score. The British practice may be 


summarized briefly as follows: Only when a machine becomes out of date . 
because of the invention of a more efficient machine may the British taxpayer 
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obtain an allowance on account of obsolescence. The taxpayer must prove that 


the old machine is still capable of doing work and has been put out of use only 


because of the fact that there is available a more up-to-date machine which 
makes it unprofitable to continue to use the old machine. Upon establishing these 
facts an allowance is given by way of deduction from the profits of the period 
in which the replacement takes place. The amount of the allowance is the cost 
of the old machine less depreciation already allowed and less any amount 
realized by its sale, provided the resultant figure does not exceed the cost of the 


~ new machine. 


Under these regulations the allowance for tax purposes is, in fact, used as an 
incentive to improve processes or products, whereas the disallowance of such 
normal losses as a deduction from taxable income, as is the case in Canada, 
has the effect of slowing industrial progress and withholding from the public the 
benefits of many improvements. 

It is, therefore, recommended that the Income War Tax Act be amended 
to provide an allowance for obsolescence substantially on the basis of the 
British practice. 

It is further recommended that depreciation and obsolescence should be 
considered as “Deductions” from income and allowed under Section 5 of the Act. 


4. Dividends from Wholly Owned Non-Resident Subsidiaries. (Section 8, 
Subsections 2A and 2B) 

Heretofore such dividends have been subject to tax and not exempt as 
were dividends from Canadian companies. 

A Canadian recipient may now deduct from the ageregate of the taxes 
payable under the Income War Tax Act and the Excess Profits Tax Act an 
amount equal to the income tax and excess profits tax deemed to have been 
paid in the country where the subsidiary is situated on the income out of which 
the dividends were paid. For this purpose dividends will be deemed to have 
been paid out of the income of the subsidiary in the year immediately preceding 
that in which the dividends were declared and the tax reduction will be the 
proportion of the total income and excess profits taxes paid by the subsidiary 
in that year which the dividends bear to total income. Where such amount 
exceeds the aggregate of what would be deductible if the taxes were calculated 
as if the subsidiary’s income had been earned in Canada, the lesser amount 
would be allowed. It follows of course that if the operations of the subsidiary 
show the loss for the previous year, there will be no tax relief. 

It is understood that the reference to the previous year’s operations is 


purely for the purpose of establishing the rate of tax credit, and that it will 


not be necessary that the dividend be actually earned either before or after 
payment of foreign taxes. It is also understood that the earnings of the sub- 
sidiary are to be considered as though they were the earnings of a separate 
legal entity operating in Canada for the purpose of establishing the rate of 
Canadian tax which will apply, and it will be noted that no provision has been 
made in the Act for the determination of hypothetical standard profits as a 
basis for such a calculation, which of course creates an impossible situation. 

It is recommended that Section 8 be amended so that a Canadian taxpayer 


_ may be in a position to determine from the Act how to calculate his liability 
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for taxes in respect of the earnings of foreign subsidiaries. 


(0. Individuals Residing in Canada for a Portion of the Year 


It is mequitable that a person who becomes a resident of Canada in a 
taxation year, or alternatively a resident of Canada who leaves Canada 
permanently in a taxation year, should have his Canadian taxes calculated on 
the total income received from sources outside of Canada, in the first case, 
prior to his residence in Canada, and in the second case, after his departure from 


Canada. 
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Tt is recommended that the following Section be added to the Income War 
Tax Act as Section 9C:— | 
In the case of a person establishing residence in Canada for the 
first time or in the case of a person ceasing to be a resident of Canada, 
the tax payable for the first or final taxation period, as the case may be, 
shall be reduced by that proportion of the tax payable by such person 
upon his income of such year, without any deduction under the provisions 
of subsection 1 of Section 8 of this Act, which the number of days that 
he was not a resident bears to 365. 


6. Delays After which Assessments can be Reopened by the Department 

Section 55 of the Income War Tax Act limits the right of the Department 
to reopen assessments to a period of six years from the day of the original 
assessment except in the case of fraud or misrepresentation. 

This provision is intended for the protection of the taxpayer and accordingly 
it is submitted that the delay during which the taxpayers continues to be liable 
for tax should be reckoned from the date on which the taxpayer fulfilled his 
part of the proceeding. In practice a six-year delay reckoned from the date 
of assessment is an indefinite period and might easily run to ten or more years. 

It is recommended that the Income War Tax Act be amended to provide 
that such delay as may be advisable be reckoned from the date on which the 
returns are due or filed, whichever is the later. 


7. Surtax on Investment Income 

It is submitted that the imposition of a surtax on investment income is 
contrary to the principle of taxing in accordance with ability to pay. 

A taxpayer’s ability to pay is not necessarily affected by the source or nature 
of his income. The surtax bears harshly on many individuals with families who 
are wholly or mostly dependent upon investment income and have no means of 
securing added compensation. . 

At one time the $1,500 limit may have been reasonable, but it is no longer 
realistic. In view of the advance in living costs and the general recognition of 
need as a justification for the payment of bonuses or additional wages or salary 
to substantially beyond the $1,500 figure, it is submitted this limit is no longer 
justifiable. 

It is, therefore, recommended that the surtax imposed by Paragraph AA of 
the First Schedule to the Income War Tax Act be removed, or, as an alternative, 
that the $1,500 exemption be increased and that persons over 65 years of age be 
exempt from the surtax. 


8. Personal and Living Expenses 


It is settled law that if a taxpayer is compelled to reside where his employer 
directs, he is, apart from statute, not taxable on the value of his board:— 


Tennant v. Smith (1892) A.C. 150 
Robinson v. Corry (1934) 1 K.B. 240 
McDougall v. Sutherland (1894) 3 T.C. 261. 


While there may be a few instances where wealthy men obtain free house. 


rent, in most of these cases they would be taxable under the general law on the 
eround that they are not compelled to live in the house. The policy of declaring 
that living expenses constitute income, in cases where apart from the statute 
such expenses would be non-taxable, is imposing an extra tax on persons who, 
as a general rule, are the recipients of small incomes. The tax produces very 
little revenue and probably does not pay the cost of collection, to which must be 
added the expenses of the employer in preparing the weekly or monthly statement 
- and remittance of the tax. 


- 
yr 
7 

l 
. 
s 


TAXATION 159 


It is recommended that Section 2 (1) (r) be amended to exempt from 


~ personal and living expenses, the value of board, lodging, etec., not exceeding $1 


A esi t 


per day. 


9. Taxation in Cases Where Husband and Wife Have Separate Incomes 


Under the First Schedule, Section 1, Rule 2, of the Income War Tax Act, 
if a husband and wife each have a separate income in excess of $660, each shall 
be taxed as an unmarried person. 

It is unfair to deprive a husband of married status merely because his wife 
has a separate income when she may not, in fact, contribute to the costs of the 
household. . 

It is recommended that the Income War Tax Act be amended to permit one 
of the consorts, as agreed upon between them, to claim a married status; provided 
that, in the absence of such agreement, the husband shall be treated as a married 


person. 


10. Scientific Research 

(a) Section 5 (1) (wv) of the Income War Tax Act provides that a tax- 
payer carrying on business is entitled to deduct amounts of a current nature and 
of a capital nature expended respecting scientific research. The relief granted by 
Section 5 (1) (w) does not, however, apply to a taxpayer who is not carrying 
on business and accordingly imposes a great hardship on such taxpayer, the 
fruits of whose inventive genius are only realized by way of royalty. The 
recipient of such royalty is furthermore subject to a 4 per cent investment income 
tax. These factors act as a deterrent to scientific development by individual 
inventors of considerable importance to the development of business throughout 
Canada. 

(6) Section 5 (1) (wv), as drafted, presupposes substantial income from other 
sources subject to excess profits tax out of which development expenses can be 
deducted and makes no provision for the deduction of such expenses from the 
profits derivable from such scientific invention. In consequence, the incentive 
provided by Section 5 (1) (wv) will be lost and the value of scientific research 
curtailed when other sources of revenue are reduced or excess profits taxes are 
eliminated. 

(c) Under the provisions of the Act, a patent purchased may be capitalized 
in the amount of the consideration paid therefor and depreciation claimed, 
whereas the inventor obtains no depreciation on the valuable asset which he has 
created. This constitutes a deterrent to scientific development and works a 
hardship on, and discriminates against, individual taxpayers who may not be 
fortunate enough to dispose of their inventions as a capital asset. Furthermore, 
depreciation granted under the terms of Section 6, and in particular Section 6(n), 
offers no real inducement to the investment of capital in new ventures, based on 


scientific research, as such ventures are seldom profitable during the first years 


of their operation. The inducements, therefore, to scientific research and to the 
development of new ventures resulting therefrom are restricted to persons who 
are in receipt of substantial income from outside sources. 

It is, therefore, recommended :— 

(a) (i) That the provisions of Section 5(1) (uw) be extended to taxpayers 

other than those carrying on a business; 

(ii) That the 4 per cent investment tax on royalties be repealed with 
respect to royalties received on patents approved by the National 
Research Council. ) 

(b) That the provisions of Section 5(1) (uw) be extended so as to permit the 
set-off of capital and current expenditures against income received from 
ne wee or licensing of a patent approved by the National Research 

ouncil. 
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(c) That provision be made for depletion in respect of income from a new 


venture, derived from the production or use of a process or formula 


approved by the National Research Council. 
(d) That provision such as is suggested above for inventors be made for 
authors and others in similar circumstances. 


1. Averaging of Excess Profits Taxable Income 

By allowing the carry-back and carry-forward of losses over a comparatively 
extended period, the government has largely eliminated one major flaw in the 
Canadian tax structure, although variations in tax rates from year to year 
prevent the effect of this provision from being a true averaging of income for 
tax purposes. However, by ignoring excess profits taxable income the new 
provision has not gone far enough to make wartime taxes equitable. 

It is, therefore, recommended that when in any year profits exceed the 
standard profits, the amount of such excess should for excess profits tax purposes 
be added to the profits of the preceding fiscal year to the extent that such profits 
were below standard profits, and any balance remaining should be added to the 
profits of any of the three succeeding years to the extent that such profits are 
less than the standard profits. 


2. Determination of Standard Profits for Consolidated Returns 

Section 4(a) of The Excess Profits Tax Act, as amended, ratifies and 
amplifies the ruling issued by the Minister on 28th December, 1943, 

Under the provisions of this section, where companies elected to file con- 
solidated returns with respect to a fiscal period previous to 1940 the standard 
profits of the consolidation are deemed to be the standard profits of each 
component company in such old consolidation, if cach company is still carrying 
_on substantially the same class of business as it did prior to Ist January, 1940, 
and a standard profit of $5,000 for each company not carrying on the same class 
of business. 

The standard profits of companies which were in existence prior to 1940 
but did not elect to file consolidated returns prior to that date are deemed to 
be the following:— 

(a) The standard profits of the component company which - 


(i) carried on substantially the same class of business continuously 


since before Ist January, 1940, and 2 
(ii) had the largest standard profits of all the component companies, 
and . 
(b) standard profits of $5,000 for each of the other component companies. 
These other companies do not need to have been in operation or to have 
carried on the same class of business prior to 1st January, 1940. 


There would appear to be no justification for differential treatment between 
corporations in existence at 31st December, 1939, where a bona fide parent 
and subsidiary relationship existed at that date. Under the present Act, a 
distinction is made between such corporations, the basis for the distinction bemg 
the election or otherwise to file consolidated returns for a period prior to 1940. 
Thus, corporations which, for one reason or another, elected to file consolidated 
returns for a fiscal period previous to 1940 are, in fact, in a preferred position as 
compared to parent and subsidiary organizations which were in existence prior to 
the standard period but which did not elect to file consolidated returns during 
such a period. 

It is, therefore, recommended that all corporations eligible to elect to 
fle consolidated returns as at 31st December, 1939, be placed on the same 
footing as those who, in fact, did elect to file consolidated returns prior to 


that date, and that Section 4 (a) (2) of The Excess Profits Tax Act be amended — 


accordingly. 
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3. Differential Treatment of Corporations Dependent Upon the Number of 
Controlling Shareholders 

Section 2 (1) (f) of The Excess Urofits Tax Act defines profits for the 

purpose of the Act. It establishes that profits subject to excess profits tax 


-Shall be the net taxable income determined for the purpose of income tax, 


with the exception that income shall not include what are commonly known 
as winding-up dividends deemed to be paid under Section 19. The definition, 
however, goes farther, and excludes from this exemption winding-up dividends 
received by a corporation which is controlled by individual shareholders number- 
ing twenty-five or less. : 

Objection is raised to this principle of according different treatment to 
corporations depending on whether or not the number of controlling share- 
holders is above or below an arbitrary figure. Any corporation whose shares 
are publicly listed is, at any time, open to the hazard of being brought within 
such a definition, as a result of circumstances completely beyond its control. 

There does not appear to be any logic in making winding-up dividends 
subject to excess profits tax, since excess profits tax is essentially a tax on current 
profits. It is concluded, therefore, that it was never intended that tax should 
be collected under this particular provision; rather, it is assumed that the 
provision was intended solely as a prohibition of certain types of transactions. 

Without knowing the particular purpose for which this section was introduced, 
it is not possible to suggest an alternative provision, but it is submitted that 
the present provision should be amended. 


EXHIBIT No. 8 


CANADIAN TAX FOUNDATION 


Canadian Tax Foundation has been incorporated for the purpose of 
encouraging study, research and investigation in the fields of taxation and 
economics. The need of an independent body of this kind has become evident 
to the taxation committees of the Canadian Bar Association and the Dominion 


_ Association of Chartered Accountants and, as a result of their joint action, 


the Foundation has come into being. 


The Purposes of the Foundation 


It is apparent to the sponsors of the Foundation that the tax structure 
of the nation will have an important influence on our economic development. 
It is therefore in the public interest that serious study and investigation should 
be undertaken of various phases of taxation with a view to gauging the effect 
of particular types of taxes and exposing unjust or unsound features where 
they occur. 

The Foundation is not an advocate for any particular class of taxpayers. 
Its efforts will be directed to developing factual information relating to the 


incidence of taxation and it will be particularly concerned with those phases 


of tax administration which render our various taxes unduly burdensome, 
aggravating or discriminatory. 

The sponsors of the Foundation believe that our tax laws should be so 
clear that the subject may determine his liability with certainty: that the 


, correctness of the tax tendered should be acknowledged promptly; and that 
in the event of dispute the subject should have access to the Courts or 


appropriate tribunals without undue expense or delay. 
They further believe that the widest possible dissemination of information 
as to administrative practice and legal decisions is, particularly in respect of 


- income tax matters, the best safeguard against discrimination and uncertainty. 


? 
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The Foundation may, therefore, from time to time, publish its findings 
upon the various matters investigated and may make reports and recommenda- 
tions to Governments consistent with the objectives set out above. It is hoped © 
that recommendations to Governments may be of assistance in formulating — 
fiscal policy and drafting tax legislation. 


Control of the Foundation 


The control of the affairs of the Foundation and the direction of its 
policy will be in the hands of a Board of Governors consistang of 22 members » 
of which one half will be nominated by the Canadian Bar Association and — 
one half by the Dominion Association of Chartered Accountants. The Governors 
will serve without remuneration. By reason of their professional knowledge — 
and experience the Governors should be well qualified to direct the policy 
of the Foundation along the most fruitful lines. 


The following have consented to act as Governors:— 


List of Proposed Governors of the Canadian Tax Foundation 


A. Emile Beauvais, C.A., Quebec, 
re), 
Hone GG) Peter 
Toronto, Ont. 
Lionel A. Forsyth, K.C., Montreal, 
Pc). 

W. J.B. Gentleman, C.A., Saint John, 
N.B. 

J. Grant Glassco, F.C.A., Toronto, 
Ont. 

Molyneux L. Gordon, K.C., Toronto, 
Ont. 

Hon. Mr. Justice P. H. Gordon, 
Regina, Sask. 

H. C. Hayes, C.A., Montreal, P.Q. 

G. E. Hayman, C.A., Halifax, N.S. 

H. P. Herington, F.C.A., Toronto, 
Ont. 


Campbell, K.C., 


W. G. H. Jephcott, F.C.A., Toronto, 
Ont. 


Robt. R. Keay, C.A., Vancouver, B.C. _ 


L. J. Ladner, K.C., Vancouver, B.C. 


Hon. Fred A. Large, Charlottetown, 


PEBAE. 


John A. MacAulay, K.C., Winnipeg, | 


Man. 


K. J. Morrison, F.C.A., Calgary, Alta. — 


Gordon R. Munnoch, K.C., Toronto, 
Ont. 

H.. =G. Norman, 
Montreal, P.Q. 


James McG. Stewart, K.C., Halifax, — 


NS. 
André Taschereau, 


PA) 
E. J. Williams, C.A., Winnipeg, Man. 


CMG. FPGAS 


K.C., Quebec, ' 


An additional Governor will be appointed from the Province of Quebec. — 


Financing of Foundation ) 

The Sponsors believe that the Foundation can be established on the basis 
of an annual budget of $60,000.00 and to ensure the proper personnel, sufficient 
funds to cover the operation for a period of five years is desired. The principal — 
expenditure will be for salaries of full time employees including a Director of | 
Research and assistants, a lawyer, an accountant, a statistician and one or 
more clerks as required. There will also be the cost of providing suitable 
quarters and the usual expenses incidental to an office. 

The Foundation has been established for research and educational purposes — 
and contributions to it are accordingly deductible in arriving at the taxable 
income of individuals and corporations (within the statutory limitations). 

The Foundation will accept contributions of any amount. Every con-— 
tributor will receive the annual report on the work carried out and be entitled 
to attend the annual meeting. He will also receive copies of all reports pub-— 
lished by the Foundation. 
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Examples of Studies Which May be Undertaken 


AS 


The following are cited as some of the possible projects: 


A study of the terms of existing income tax legislation which are responsible 
for the complicated form of personal tax returns with a view to making 
recommendations to the Government which will permit simplification in the 
form of return and in calculation of the tax by individuals. 


A review of tax statistics in Canada and other countries and the submission 
of recommendations to Governments designed to secure adequate statistical 
information as to Canadian taxation. Such a project is of considerable 
importance as the effectiveness of future work of the Foundation will be 
impaired if basic information is not available. 


An objective investigation of income taxation in Canada for the purpose 
of determining: 


(1) The effect of variations in rates upon the amount produced by the 
tax. (If rates are too high, the law of diminishing returns will 
operate.) 


(2) What rate structure would result in tax justice, having regard to 
other forms of taxation and the level of national income. 


(3) Particular features of the present law which create undue difficulty 
or discrimination in the determination of the tax and which unreason- 
ably obstruct or delay settlement of tax disputes. 


(4) A study of the burden of taxation generally to determine the relative 
weight of each type of taxation upon the various classes of taxpayers 
within the country. 


(5) An investigation of the double taxation of corporations and their 
shareholders including the systems in force in other countries and the 
probable financial results to taxpayers and Government of changes in 
the present method. 


The sponsors of the Foundation have in view several suitable candidates 


for the principal positions to be filled. Before making concrete proposals to 
these men, however, it is felt that the financial position should be secure. As 
soon, therefore, as the objective above mentioned has been substantially sub- 
scribed the organization of the Foundation will be completed. 


October, 18, 1945. 


EXHIBIT No. 9 


List oF MINISTER’s DISCRETIONS 


Shall be final and In his discretion 
Opinion of Minister conclusive (determined or allow) 

Sec. 2 (i) Proviso Sec. 2 (i) Proviso Sec. 2. S (i) 
- Sec. 3-2 Sec. 4 (0) Sec. 3. (4) 

Sec. 4 (m) Sec. 5 (i) Sec. 5 (b) 

Sec. 6-3 Sec. 5 (j) Sec. 6 (n) 

Sec. 7A-1-(b) — Sec. 5 (k) Sec. 6 (0) 

Sec. 9B-1 Sec. 6 - 3 Sec. 6 (2) 

Sec. 13 - 1 Sec. 6 - 4 Sec. 7A -8 Proviso 
© Sec. 13 - 2 Sec. 10-3 Sec. 26 -2 
Sec. 92 - 8 Sec. 21-3 Sec. 27A - 2 


1 


ps 
NS 


60257—54 


Sec. 31 
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Power to determine or Approved by the Minister 
shall or may determine (not forms or regulations) 
or apportion. Sec. 4 (i) 
Sec. 3 (2) 
Sec. 5 (a) 
Sec. 5 (h) 
Sec. 6 - 5 
Sec. 9B (7) 
Sec. 10-2 
Sec. 11-2 
Sec. 23 
Sec. 23A 
Sec. 23B 
Sec. 47 
Sec. 88-7 (a) 
Sec. 88 - (b) 
Sec. 89 -2 
Sec. 89 - (3) 
Sec. 90-3 
Sec. 90 - (x) 
Sec. 90-5 | 
Minister shall be JudgeExcess Profits Tax Actlixcess Profits Tax Act 
Sec. 4 (k) Sec. 2 (1) (i) Sec. 4 (4) 
Proviso Sec. 7 (b) covering 
Ss. 1-2-3 of 
8. 4. 
Sec. 7 (b) 
Excess Profits Tax Act May or may give If the Minister is 
effect to satisfied 
Sec. 2 (1) Sec. 4 (m) Sec. 4 (r) 
(d) (11) Sec. 6 (n) Sec. 5 (a) 
Sec. 4 (a) Proviso Sec. 5 (s) 
(b) (i) Sec. 6 (k) Proviso 
(b) (i) Sec. 6 (n) Proviso 
(c) Sec. 7A-1 (d) 
Sec. 6 (1) (b) Sec. 7A-8 (3) 
See. 6 (2) Sec. 7A-8 (5) 
(a) (b) Proviso 
(c) Sec. 7A-9 
Sec. 8 (b) Proviso 
Sec. 9 (1) Sec. 9B-11 
' Proviso Proviso 
First Schedule Sec. 32B 
Sec. 3 (c) 
Minister may allow Minister may prescribe = May be adjusted 
Sec. 5 (p) Sec. 11-5 Sec. 28B 
Sec. 6 (d) 


Sec. 6 (i) 
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Treasury Board opinion 
may be: 
found 
determined Excess Profits Tax ActExcess Profits Tax Act 
made 
Sec. 32A (1) Sec. 32A May Direct 
382A (2) Sec. 15A 
32A (8) 


Excess Profits Tax Act 


Sec. 2 (1) (b) 
Proviso 
Sec. 4 (2) 
Sec. 5 (1) 
Proviso 
Sec. 5 (2) 
Sec. 5 (8) 
Sec. 7 (b) 
Sec. 9 (3) 


EXHIBIT No. 10 


REPORT OF COMMITTEE ON MINISTER’S POWERS 


17th Marcu, 1932. 


Members: 
The Right Hon. The Earl of Donoughmore, K.P. (Chairman) 
The Right Hon. Sir John Anderson, G.C.B., 
The Duchess of Atholl, D.B.E., M.P., 
The Rev. James Barr, M.P., 
Dr bbe Burin’ MP. 
The Earl of Clarendon, 
Sir Warren Fisher, G.C.B.; G.C.V.O., 
Sir Roger Gregory, 
Sir William S. Holdsworth, K.C., 
The Right Hon. Sir W. Ellis Hume-Williams, Bart., K.B.E., K.C., 
H. J. Laski, Esq., 
Robert Richards, Esq., M.P., 
Sir Claud Shuster, G.C.B., C.V.O., K.C., 
The Right Hon. Sir Leslie Scott, K.C., 
Gavin Simonds, Esq., K.C., 
Miss Ellen Wilkinson, M.P., 
Sir John J. Withers, C.B.E., M.P. 


We think it is beyond doubt that there are certain canons of judicial conduct 
to which all tribunals and persons who have to give judicial or quasi-judicial 
decisions ought to conform. The principles on which they rest are we think 
implicit in the rule of law. Their observance is demanded by our national 
sense of justice; and it is, we think, the desire to secure safeguards for their 
observance, more than any other factor, which has inspired the criticisms 
levelled against the Executive and against Parliament for entrusting judicial 
or quasi-judicial functions to the Executive. 
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(i) The first and most fundamental principle of natural justice is that a 
man may not be a judge in his own cause. It is on this ground that a decision 
of a bench of magistrates may be quashed by the King’s Bench Division of the 
High Court of Justice, in the exercise of its supervisory jurisdiction, on the 
ground of bias, if a single magistrate on the bench had any interest in the 
question at issue. 


In DIMES v. GRAND JUNCTION ¢ CANAL (PROPRIETORS OF) (1852) 

3 H.L.C. 759, the House of Lords, after consulting the Judges, decided that the 

decree of the Lord Chancellor, affirming the order of the Vice-Chancellor, 

granting relief to a company in which the Lord Chancellor had an interest as 

a shareholder to the amount of several thousand pounds, which was unknown 

ae the defendant in the suit, was voidable on that account and must therefore 
be set aside. In the course of his speech Lord Campbell said:— 


No one can suppose that Lord Cottenham could be, in the remotest 
degree, influenced by the interest that he had in this concern; but, my 
Lords, it is of the last importance that the maxim that no man is to be 
a judge in his own cause should be held sacred. And that is not to be 
confined to a cause in which he is a party, but applies to a cause in 
which he has an interest. Since I have had the honour to be Chief 
Justice of the Court of Queen’s Bench, we have again and again set aside 
proceedings in inferior tribunals because an individual who had an 
interest in a cause took a part in the decision. And it will have a most 
salutary influence on these tribunals when it is known that this High 

-Court of last resort, in a case in which the Lord Chancellor of England 
had an interest, considered that his decision was on that account a decision 
not according to law, and was set aside. This will be a lesson to all 
inferior tribunals to take care not only that in their decrees they are not 
influenced by their personal interest, but to avoid the appearance of’ 
labouring under such an influence. 


{ 


In that case the Lord Chancellor’s disqualification was pecuniary interest. 
It goes without saying that in no case in which a Minister has a pecuniary or 
any other similar personal interest in a decision, e.g. as the owner—whether in 
his own right or as a trustee—of property which may be affected, should he 
exercise either judicial or quasi-judicial functions. Such cases may be presumed 
to be rare, and we do not think it necessary for us to make any special recom- 
mendations about them. 

But disqualifying interest is not confined to pecuniary interest. im REG. 
v. RAND (1866) L.R. 1 Q.B. 230 the Court of Queen’s Bench laid it down that 
wherever there was a real likelihood that the judge would, from kindred or any 
other cause, have a bias in favour of one of the parties, it would be very wrong 
in him. to act. In REX v. SUNDERLAND JUSTICES (1901) 2 K.B. 357 
this rule was applied by the Court of Appeal in the case of certain borough 
justices, who were also members of the Borough Council and adjudicated in a 
matter arising out of a proposal which they had actively supported in the Council, 
although their pecuniary interest as trustees for the ratepayers was held insuf- 
ficient. in itself to raise the presumption of bias. “It is hardly necessary to point 
out,” said the Master of the Rolls, “how very important it is that persons who 
have to exercise judicial functions with regard to any matter should not lay 
themselves open to any suggestion of bias on their part.” 

Indeed we think it is clear that bias from strong and sincere conviction as 
to public policy may operate as a more serious disqualification than pecuniary 
interest. No honest man acting in a judicial capacity allows himself to be 
influenced by pecuniary interest: of anything, the danger is likely to be that 
through fear of yielding to motives of self-interest he may unconsciously do an 
injustice to the party with which his pecuniary interest may appear to others 
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to identify him. But the bias to which a public-spirited man is subjected if he 
adjudicates in any case in which he is interested on public grounds is more subtle 
and less easy for him to detect and resist. 

We are here considering questions of public policy and from the public point 
of view it is important to remember that the principle underlying all the decisions 
in regard to disqualification by reasons of bias is that the mind of the judge 
ought to be free to decide on purely judicial grounds and should not be directly 
or indirectly influenced by, or exposed to the influence of, either motives of self- 
interest or opinions about policy or any other considerations not relevant to 

the issue. 

| We are of opinion that in considering the assigment of judicial functions 
- to Ministers, Parliament should keep clearly in view the maxim that no man 
is to be judge in a cause in which he has an interest. We think that in any case 
in which the Minister’s Department would naturally approach the issue to be 
determined with a desire that the decision should go one way rather than another, 
the Minister should be regarded as having an interest in the cause. Parliament 
would do well in such a case to provide that the Minister himself.should not be 
the judge, but that the case should be decided by an independent tribunal. 

It is unfair to impose on a practical administrator the-duty of adjudicating 
in any matter in which it could fairly be argued that his impartiality would be 
sn inverse ratio to his strength and ability as a Minister. An easy going and 
cynical Minister, rather bored with his office and sceptical of the value of his 
Department, would find it far easier to apply a judicial mind to purely judicial 
problems connected with the Department's administration than a Minister 
whose head and heart were in his work. It is for these reasons and not because 
we entertain the slightest suspicion of the good faith or the intellectual honesty 
of Ministers and their advisers that we are of opinion that Parliament should 
be chary of imposing on Ministers the ungrateful task of giving judicial decisions 
in matters in which their very zeal for the public service can scarcely fail to 
bias them unconsciously. 

We desire to make it plain that we are recommending a general principle 
as a future safeguard: we do not wish to imply that the principle, though it has 


perhaps not been clearly envisaged, is in fact violated in any existing statutes, 


hd 


‘ 


and we have been unable to find evidence to support the view held by some 
critics that it occurs extensively. An interesting example of the way in which 
Parliament has observed the principle will be found in old age pension legis- 
lation: under Sections 7 and 8 of the Old Age Pensions Act 1908 the Minister 
of Health is the central pension authority for determining appeals, although 
~ the Commissioners of Customs and Excise, who are responsible to the Treasury, 
ie. in practice to the Chancellor of the Exchequer, are the Department re- 
~ sponsible for the administration of pensions. 

The application of the principle which we have just enunciated to quasi- 
judicial decision is not so easy, since a quasi-judicial decision ultimately turns 
upon administrative policy for which an executive Minister should normally be 
responsible. We think, however, that before Parliament entrusts a Minister 
with the power and duty of giving quasi-judicial decisions as part of a legis- 
lative scheme, Parliament ought to consider whether the nature of his interest 
as Minister in the carrying out of the functions to be entrusted to him by the 
statute may be such as to disqualify him from acting with the requisite im- 
partiality. The comparative importance of the issues involved in the decision 
will, of course, be a relevant factor. Where it appears that the policy of the 
Department might be substantially better served by a decision one way rather 
than another, the first principle of natural justice will come into play, and 
the Minister should not be called upon to perform the incongruous task of deal- 
ing with the judicial part of the quasi-judicial decision as an impartial judge, 
when EX HYPOTHESI he and his Department want the decision to be one 
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way rather than another. We recognize that this kind of case may be rare, but. a” 


it is a real possibility. In such a ease the judicial functions which must be 
performed before the ultimate decision is given and on which that decision 
must be based should be entrusted by Parliament to an independent Tribunal 
whose decision on any judicial issues should be binding on the Minister when 
in his discretion he completes the quasi-judicial decision by administrative 
action. 

(11) The second principle of natural justice is one which has two aspects, 
both of which are as applicable to quasi-judicial as to judicial decisions. No 
party ought to be condemned unheard; and if his right to be heard is to be a 
reality, he must know in good time the case which he has to meet. But on neither 
branch of this principle can any particular procedure (i) by which the party is 
informed of the case which he has to meet, or (ii) by which his evidence and 
argument are “heard”, be regarded as fundamental. That a Minister or a 
Ministerial Tribunal does not conform to the procedure of the Courts in either 
respect imports no disregard of natural justice. There is, for instance, no natural 
right to an oral hearing. . 

(11) It may well be argued that there is a third principle of natural 
justice, namely, that a party is entitled to know the reason for the decision, 
be it judicial or quasi-judicial. Our opinion is that there are some cases when 
the refusal to give grounds for a decision may be plainly unfair; and this may 
be so, even when the decision is final and no further proceedings are open to the 
disappointed party by way of appeal or otherwise. But it cannot be disputed 
that when further proceedings are open to a disappointed party, it is contrary 
to natural justice that the silence of the Minister or the Ministerial Tribunal 
should deprive him of his opportunity. And we think it beyond all doubt that 


there is from the angle of broad political expediency a real advantage in com- 


municating the grounds of the decision to the parties concerned and, if of 
general interest, to the public. We deal with this question more fully in 
_ paragraph 13 of this Section. 


EXHIBIT No. 11 


AN ENGINEER TAKES A LOOK AT THE TAX PROBLEM 


By Freprerick 8. BLACKALL, JR. 


An address before the Providence Chapter of the National Association of 
Cost Accountants and the Rhode Island Association of Credit Men 


It is perhaps presumptuous for an engineer to appear before a eroup of 


financiers, cost accountants, and credit men to discourse on matters of fiscal 
character; but we engineers, especially when entrusted with the tasks of manage- 
ment, have frequent occasion to observe the impact upon our practical operating 
problems of those policies and procedures which are more particularly the 
province of your professions. Possibly the reason why you called me in this 
evening to discourse learnedly on controversial matters concerning which you 
know far more than I is the fact that I am an engineer, and as such share the 
engineer’s universal hope that somehow I may be able to provide light without 
heat. I can’t escape the feeling, however, that you should have invited in those 
famous twins of your profession, the Ernst boys, or somebody representing 
a firm of accountants with at least four names. I am reminded of a story 
Governor Ray Baldwin of Connecticut told me the other day. He had just 
made a political speech, and on the way out of the hall overheard two upstate 
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farmers talking: “That was a pretty good speech of Baldwin’s, wasn’t it?” 


“Yes, I guess it was all right,” came the prompt reply, “but an inch and a half 


of rain would have done us a damned sight more good.” 

The great task which faces the tax collector today is how to raise more 
revenue without stifling the sources of income; but the necessity of raising 
additional revenue has forced upon us a more thoughtful scrutiny of tax measures 
and fundamental tax principles, and the time has come when the engineering 
profession, the accounting profession, the legal profession, management, and 
public servants must give real consideration to the long term effects upon our 
economy of the methods which we employ in the attempt to balance our budget. 
A levy, however unsound, which occasions no real sacrifice on the part of the 
taxpayer may stay on the statute books for years, unnoticed because it doesn’t 
hurt enough. Multiply that same levy by nine or ten, and it may drive the 
taxpayer out of business and thus destroy the source of revenue altogether. It 
is merely a manifestation of the old law of diminishing returns. 


VENTURE IS PENALIZED 


Thus we should examine the basic soundness of all of the major revenue- 
raising features of our tax laws, however hoary with age they may be. Inherit- 
ance taxes, capital gains, statutory exemptions, capitalization versus expense, 
and not least of all the treatment of depreciation, are all factors which, properly 
handled, may at once encourage enterprise and increase tax revenue, if mis- 
applied, they readily can kill the goose that lays the golden egg. The trouble is 
that our entire tax structure is a hodge-podge of revision and amendment, and 
in some departments it has become such an obstacle to the development of new 
business and the maintenance of plant in productive efficiency that it has virtu- 
ally dried up the sources of venture capital and has substituted security for risk 
as the investment objective of aggregations of money, whether large or small. 
In a twelve-horse race, with eleven chances to lose and one to win, you are not 
apt to bet $2.00 on a horse which will pay off only $2.20. You are not going 
to put money into a business, with all of its attendant risks, if the maximum 
profit which you can make after taxes, reserves, and expenses, is 3 or 4 per cent, 
or maybe less, in your best year, especially if, on top of this, you have to buy 
your machinery and tools to a substantial extent out of this pittance. Why not 
put your money into high grade bonds or the savings bank, reasons the entre- 
preneur, where you can get something close to the same return with virtually 
no risk at all? These are real and vital problems of tremendous import to every 
American citizen, be he worker, manager, or capitalist; and of this group, the 
poor old forgotten man is the one who will suffer most in the long run if the 
situation is not altered. Actually, labour has far more to lose by unsound tax 
methods than capital. A few enlightened labour leaders are beginning to recog- 
nize their important stake im sound tax procedure; but more of our citizenry 
must thump for tax revision and do it soon if we are to avoid disaster. 

Look at our situation here in New England, for example. We are a great 
centre of small and medium sized family businesses. The people who own them 
are not very rich men in the conventional sense of the word. They make a good 
living by their efforts and their wits, and contribute creatly in the aggregate 
to the national economy. On paper they may be worth a tidy sum of money, 
but their assets are tied up in brick and mortar, in machinery and tools, in 
looms or spinning frames, in dye kettles, or store counters. A genuine problem 
is presented when the head of such a_ business dies. The inheritance tax 
collector comes along, appraises the business at its value as a going concern, 
and demands payment at almost confiscatory rates within one year in cash. 
This is the sort of thing which drives the small business, for which our politicians 
display such loving concern, straight into the arms of a great integrated corpora- 
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tion if it doesn’t indeed drive the small business to the wall altogether. It is 
apt to be particularly disastrous following a period of great business activity 
such as we have been through during the war years. To me, as president of the 
New England Council, concerned with the preservation of New England enter- 
prise, this is a matter of vital import. 


DOUBLE TAXATION 


The wisdom of double taxation of corporate earnings through the corporation 
tax and the personal income tax, in concert, is at last beginning to be questioned. 
A number of leading economists are urging that the corporation tax be eliminated 
altogether. England has long recognized the fallacy of double taxation of 
corporate earnings, and under its pre-war statutes taxed corporations only on 
undistributed income. In point of fact, corporation taxes tend to benefit the 
very wealthy, while imposing an undue burden on the man of small income. 
At the risk of repetition, for I have quoted this before, let me read to you a 
commentary issued a few months ago in “Management Clinic,” a house organ 
published by Fiduciary Counsel, Inc., of Jersey City, New Jersey. I quote: 
“The XYZ Aircraft Company pays 80 per cent taxes. It produces income for 
the benefit of a stockholder who last year was subject to an 88 per cent bracket. 
It saved this wealthy stockholder 8 per cent on all of his income that was not 
distributed to him. Another stockholder’s income of $10,000 was subject to a 
33 per cent bracket. When it paid 80 per cent for this stockholder on the income 
which it earned for him but did not distribute, he was penalized 47 per cent.” 

As an illustration of the discouragement which our present tax system 
imposes on venture capital, they go on to say this: “Just recently one of our 
clients considered making an investment of $10 million, which he believed 
would earn 20 per cent the first year. His attorney advised him that if the 
corporation made a profit of $2 million, paid its taxes and distributed the 
balance in dividends, he would have left, after paying his taxes, $65,886.09. 
Taxes would take 96-7 per cent of the $2 million profit and he would receive 
3-3 per cent, which is a return of 6/10ths of 1 per cent on his investment. He did 
not invest—neither will others under such conditions. The post-war unemploy- 
ment danger cannot be eliminated unless this tax situation is remedied.” 


CAPITAL GAINS TAX 


Consider again the question of capital gains. I think we are the only large 
nation which treats them as income. Such treatment introduces a wholly 
extraneous consideration into the handling of investments, which unquestionably 
in frequent cases acts as a brake on the free flow of venture capital. 

And of course with corporation taxes in the 95 per cent bracket with an 
overall ceiling of 80 per cent, it becomes commonplace to hear as an excuse for 
questionable expenditures, “Mr. Morgenthau will pay 95 per cent of the bill.” 


Who is there in this room who does not know from personal experience countless 


examples of extravagance and unsound business practice fostered by or condoned 
because of the virtually confiscatory tax rates on business income? Dollars 
become nickels, and, to paraphrase the words of Mr. A. E. Carpenter, corporation 
president and editor of that forthright little publication, “The Houghton Line,” 
a sort of mental inflation is produced which fosters habits of wastefulness and 
complacency from which it is not going to be easy to recover when there are no 
more war contracts to be renegotiated. 

As an engineer, I am especially interested in seeing ‘that our nation’s 
industrial plant is kept at a high peak of efficiency, and it is perhaps for this 
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reason that the treatment of depreciation under federal tax laws has engaged 
my attention for a good many years. Tt is a surprising fact, however, that 
the nature of depreciation is little understood by a great many businessmen. 


DEPRECIATION 


What is depreciation anyway? It is or should be the money which we set 
aside to pay for the loss in value of our equipment which has occurred through 
its use. To the extent that the Treasury will permit it, I should broaden the 
definition to include obsolescence. It is too bad that we cannot prevail upon 
industry to put its depreciation reserves into a separate bank account and to pay 
for new capital expenditures directly from such a fund. Certainly then business- 
men would begin to realize that depreciation is something more than an entry 
on a balance sheet. If management could see it physically im a separate bank 
account and thus be reminded every day of the purposes to which that money 
should be applied, the industrial efficiency of our nation would be enhanced 
enormously and, incidentally, the taxpayer would soon resist unwarranted and 
arbitrary extensions of the so-called useful life of capital assets. 

The United States has led the world in productive enterprise, but the 
danger is that we shall rest on our oars and lose our competitive position 
through unsound replacement policies with respect to plant and equipment. 
Newly develop areas tend to be efficient. Why? The most important reason, 
of course, is that industrial plants are of the latest design, provided with 
the last word in mechanical equipment. As time passes, the competitive 
edge which this lends to industry is lost to successive new areas. 

Is it not therefore obvious that the national interest requires that we of 
the new world foster and encourage these policies which will keep our 
industrial plant in the pink of condition? Of course it is, but unhappily 


‘the depreciation policies followed by- our Internal Revenue Department. dis- 


courage renewals and replacements. The treatment of depreciation by our 
Treasury Department is shortsighted, based on erabbiness, on the theory that 
a bird in the hand is worth two in the bush, on the principle of getting all 
you can now without regard to the future. Now the United States government, 
it may be assumed, is in business in perpetuity. At least one new business 
is born for every one which falters and dies. Therefore, it makes utterly 
no difference to the sum total of federal revenue when or how depreciation 
is charged off. Not only in the long run, but on the average in any given 
year, revenue would be Just as great even if capital goods purchasers were 
permitted to depreciate capital equipment 100% during the first year of 
purchase; but it makes a tremendous difference psychologically to the poten- 
tial buyer of capital equipment, a tremendous difference in the rate of 
renewal of plant, and perhaps.a tremendous difference in the swings of the 
business cycle. I shall deal with this last point later. 

In 1940, the American Machinist made a survey of metal working machinery 
in use in this country. Of the 1,323,131 machines then in use, 70%, or 933,158, 
were over ten years old. These are figures for a particularly forward-looking 
and equipment-minded segment of industry. The record is far worse in textiles 
and many other lines. One reason for this, of course, is that businessmen 
have not been spending their depreciation reserves annually as they should. 
An important contributing reason, however, 1s that they have not been permitted 
to depreciate their equipment as rapidly as it becomes obsolescent. Mark 
my words, I did not say “as rapidly as it wears out,” but rather “as rapidly as 
it becomes obsolescent.” Such a condition encourages manufacturers to 
operate with marginal equipment. I can show you many a lathe or milling 
machine, which is as old as I am, which will still turn or mill. But how fast 
and how accurately? Our textile mills are full of looms and spinning frames 
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forty years old or more which still produce virtually as much as they ever 
did. But time marches on, and these antiques are as outmoded as great grandpa’s 
fringed surrey. The forced extension of life of such sub-standard equipment 
is a blight on our economy and one which is directly encouraged and fostered 
by the short-sighted approach of our tax collectors to the depreciation problem. 
I am not sure that the fault is so much with our tax laws as it is with their 
administration, with the writers of interpretations and regulations, for every 
accountant knows that the local examiners, the district tax agents, and above 
all the men who interpret and apply the statutes enacted by the Congress have 
it in their power to a substantial extent to determine the so-called “useful life” 
of capital assets. 

What is needed here is a lively recognition by statute, which will not 
be nullified by shortsighted interpretation, that every time a manufacturer 
tosses out a less efficient machine and purchases a more efficient machine, 
every time an obsolete plant is replaced by a modern unit, the public benefits 
and potential tax revenue over the long term is increased. Certainly Uncle 
Sam recognizes that the prosperous taxpayer has the largest taxpaying capacity. 
Then why not frame and apply our tax laws to encourage management policies 
which will increase efficiency and hence enhance prosperity? Liberalization 
of the treatment of depreciation would do just that. 

Disregarding the acquisitions of machinery and plant which have been 
financed directly or indirectly by the federal government since 1940, there 
was a tremendous spurt of capital goods purchasing and plant improvement 
and replacement with purely private funds during the period when the accel- 
erated amortization provisions of the Second Revenue Act of 1940 went into 
effect. Not the least of the reasons for this, I suspect, was that the buyer 
could visualize the recapture of his investment during a period for which he 
could reasonably make definite plans. 

Economists aver that the fundamental difference between periods of 
depression and periods of prosperity lies in the incidence of capital goods 
purchasing. When producers are equipping their plants and _ instituting 
improvements, business is good. When they are not, business is bad. Here 
is another cogent argument for fostering sound improvements and replacements. 
Properly applied, such a policy can be a tremendous force in stabilizing the 
business curve, which is one of the major objectives of politician and economist 
alike, if one may trust their public pronouncements. 


WIDE LATITUDE NECESSARY 


I submit not only that it would be entirely sound to adopt the wartime 
accelerated amortization provisions as a permanent feature of our tax laws; 
for my part, I would go further and permit manufacturers to establish their 
own depreciation rates on any basis which suited their fancy. I cannot see 
where the choice could possibly operate to the detriment of the Treasury 
Department in the long run, even if manufacturers widely availed themselves 
of the opportunity to depreciate capital acquisitions 100% in the first year. 
The tax base which the government lost in that year would be available 100% 
in the years following. The English have allowed this latitude to their tax- 
payers for years without criticism or sacrifice of income to the Crown. The 
first thing Hitler did when he wanted to build up a highly productive industrial 
economy in preparation for war was to permit manufacturers to depreciate 
the cost of improvements and replacements in the year of purchase if they 
chose to do so. The effect on Germany’s output was electric, and whatever else 
we may hate about the Nazis, we must admire their productive efficiency. 

I should like to mention an alternative proposal which has been made, 
to wit, that depreciation be recognized as a deductible item only in the year 
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in which it is spent. The objective of this proposal is the same as that which 
I am espousing, namely, to ferret depreciation reserves out of hiding and put 
them into circulation; but I am afraid that this would defeat the purpose rather 
than foster it. I want to emphasize that this whole business of the treatment 
of depreciation under the tax laws in its impact on capital goods’ expenditures 
is, to a very great degree, psychological. The man who makes an investment 
likes to be able to see how and when he is going to get his money back, and 
psychologically he wants to get it back within the reasonably visible future. 
But, as a businessman, he wants to be sound about it, too. He is not going 
to throw a perfectly good machine into the river just because he can take a 
tax deduction by so doing. 

As a matter of fact, Mr. Royal Little of Providence pointed out to me the 
other night in a thought-provoking discussion of this subject that no change 
was necessary in the treatment of depreciation reserves, because there was 
nothing to stop a man from selling an asset which was not fully depreciated, 
taking a deductible loss on the undepreciated capital value in the tax year 
in which the asset was removed from the register, and utilizing the tax money 
thus saved for a new purchase. I can’t argue with Mr. Little’s point before a 
group of cost accountants. You and I know that this can be done, but I think 
I know that it won’t be done in any great number of cases. Broadly speaking, 
management doesn’t like to take losses that way any more than the man in 
the street wants to sell General Motors at 60 if he paid 80 for it, even though 
every market analyst in the land sets it up in bold face that the stock is only 
worth 40. That is why people, generally speaking, lose money in the stock 
market. I think it is the major reason why, and it is purely psychological. 
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What I want to do is to have the government encourage the producer to 
keep his plant up to the minute and make it easy for him to do so, without 
requiring him to indulge in unusual operations with which he is generally 
more or less unfamiliar (and need I add that a good many members of the 
accounting profession would go broke if the average businessman knew any- 
thing about preparing his own tax returns). In brief, 1f we can create a 
favorable climate in which constant modernization of industry will flourish, a 
favorable state of mind in which the potential buyer will switch from his 
investment in one machine to an investment in a newer and better machine 
every time a newer and better one comes along, it will increase our national 
efficiency to an enormous extent, will dampen the destructive swings of the 
business cycle, and will increase the national income, which most certainly 
will increase the federal government’s potential revenue from taxes. It is 
as simple as that, and about the only reason that it hasn’t been done is because 
those who shape our tax laws and regulations haven’t been willing to look 
beyond the ends of their noses when this important subject has been brought 
up. For two decades, it has been the ridiculous, stupid, short-sighted policy 
of our Internal Revenue Department to stretch the so-called useful life of 
capital goods and plant beyond the elastic limit. To continue the metaphor, 
if we don’t cut it out, something is going to snap. I am told that a revenue 
agent’s work each year is rated to a certain extent by the amount of additional 
tax revenue which he has been able to dig out of the taxpayers to whom he is 
assigned. If this is so, the vicious practice should be stopped and the widest 
possible publicity within and without the Internal Revenue Department should 
be given to the change in policy. Utterly subversive of the public interest, 
such a policy is reminiscent of the old days when town constables made their 
livings on the commissions earned on fines collected from unsuspecting motorists 
who fell into their grasp. 
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I have been preaching the gospel which I am expounding here tonight for 


a good many years past. I don’t know that I claim to be the author of the 


idea, but I have a pretty good hunch that I was one of them. At least | am 
one of the few people who have felt strongly on this subject for many years. 
It’s fun to believe something which is different or new, and therefore, likely 
as not, unpopular, and then see that which.started out as a visionary dream 
characterized one day as a highly practical idea. I confess that I get quite 
a kick out of the growing conviction among certain members of Congress, 
including a number of high officials of the present administration, that the 
depreciation provisions of our tax laws should be overhauled to provide more 
incentive for the purchasing of capital equipment. 

Our late president’s position in this matter was made clear enough in one 
of the few specific proposals of his pre-election campaign when, during his 
radio address from Chicago last October, he advanced the very suggestion that 
business corporations should be granted more liberal depreciation allowances. 
The recommendation was embodied in the Byrnes Report on War and Recon- 
version. Indeed, the major remaining opposition to the proposal comes from 
the Treasury Department. itse/f, which somewhat petulantly indicated, when 
the Byrnes Report appeared, that Mr. Byrnes had not consulted the Treasury 
in making his recommendations. In the face of preponderant evidence of the 
need for a change in the regulations governing depreciation allowances, one 
wonders whether the treasury’s attitude is not dictated by a stubborn desire to 
defend its own shortsightedness. It could be. Revenue agents have been so 
diligent during the past decade in levying retroactive assessments on corpora- 
tions through the device of revising established depreciation schedules that I 
understand the Treasury Department, in response to alarms and _ protests, 
actually had to issue a policy declaration promising manufacturers that they 
would be given a period of grace of at least three years between successive 
attacks by the Internal Revenue Department on this very cornerstone of their 
accounting procedures. I cannot suppress a wry smile over the fact that if 
the treasury had not embarked on its policy of whittling down depreciation 
allowances a decade or so ago, subsequent tax revenue would, in fagt, have 
been higher than it has been. Had they permitted high depreciation allow- 
ances back in the days when the tax on corporation income was, say, 134 per 


cent as it was in 1935, or 18 per cent, as it was five years ago, many equipment- 


minded managements would by this time have exhausted their cushion and would 
now be paying taxes at wartime rates on substantially higher net incomes. The 
bright young men in the Treasury Department guessed wrong on that one. 
In spite of this, industry would have benefited, because I dare say that capital 
purchases and replacements would have been correspondingly higher to the 
enduring benefit of industry and the nation. 

The idea is taking hold, and I hope that men like you, who understand 
the mysteries of our tax laws—and they are a mystery to the great mass of 
people—will make your voices heard in the right places in Washington and at 
the right time to bring this much needed improvement about. But don’t forget 
that the change in the law is needed more for psychological reasons than for 
any other. Don’t argue yourselves out of the necessity for the change on 
the basis that you can accomplish the same thing some other way, if you will 
just hire a good accountant to prepare your tax return. There will be jobs 
enough for you men under a more efficient and more prosperous economy, and 
this is one way to make our economy more efficient and more prosperous. 
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examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, and to report thereon; 
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Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
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papers and records. 
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MINUTES OF PROCEEDING! 


Wepnespay, 10th April, 1946. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and the 
Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, met this day at 10.30 a.m. 


Present: The Honourable W. D. Euler, P.C., Chairman; The Honourable 
Senators Aseltine, Beauregard, Buchanan, Campbell, Crerar, Haig, Hayden, 
Hugessen, Lambert, Léger, McRae, Moraud, and Sinclair—l4. 

In attendance: The Official Reporters of the Senate. Mr. H. H. Stikeman, 
Counsel to the Committee. 

The Honourable P. Brais, K.C., Counsel, The Montreal Stock Exchange, 
submitted a brief and a supplementary brief on behalf of that organization, 
and was questioned by counsel. . 

Mr. W. E. Dunton, C.A., Consulting Auditer, Montreal Stock Exchange, 
was heard. ; 

Mr. Charles Oliphant, Assistant General Counsel, Treasury Department, 
Washington, U.S.A., was heard. 

On motion of the Honourable Senator Campbell, seconded by the Honourable 
Senator Leger: 

The Honourable Senators Campbell, Crerar, Hayden, Hugessen, Lambert, 
Léger and Vien were appointed a drafting Committee. . 

At 1p.m., the Committee adjourned until 10.30 a.m., Tuesday, 30th April, 
instant. 

ATTEST: 


R. LARosE 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


THE SENATE 
Wednesday, April 10, 1946. 


The Special Committee of the Senate to consider the provisions and workings 
of the Income Tax Act, etc., resumed this day at 10.30 a.m. 

Hon. Mr. Euler in the Chair. 

The CuarrMAN: This morning we are to hear the brief of the Montreal Stock 
Exchange and the Montreal Curb Market, which will be presented by Honourable. 
Mr. Brais as counsel. Then, as you know, we are to ‘hear Mr. Charles Oliphant, 
Assistant General Counsel of the Treasury Board at Washington. I think we 
ought to hear Mr. Brais first as his ‘brief is not very lengthy. After that has 


been presented we could give Mr. Oliphant all the time he likes. 


I should mention that this brief deals exclusively with matters of policy. 
We have not interfered when other briefs were being read which might also con- 
tain matters pertaining to policy, and I suppose we will follow the same course 
in this case. But Mr. Brais will know that we are not authorized to make any 
recommendations whatsoever in regard to matters of that kind. 

Mr. Brats: Honourable senators, as the Honourable Chairman has drawn 
to your attention, the first brief, which is simply entitled “Brief on Taxation”, 
and which has already been forwarded to Ottawa and is in your hands, refers 
almost exclusively to matters of policy. When this was drawn to my attention 
it was also mentioned that members of the Montreal Stock Exchange would 
desire to add to that brief certain matters which come more strictly within the 
purview of the reference to this committee. Accordingly a supplementary brief 
on taxation has been prepared and it is before you this morning. It deals more 
with those matters which you have in mind. 

There are here as a committee and a delegation Mr. H. MacD. Paterson, 
Chairman of the Montreal Stock Exchange, Mr. H. R. McCuaig, Chairman of 
the Montreal Curb Market, Mr. Jacques Forget, Governor of the Montreal Stock 
Exchange, Mr. F. G. McArthur, Governor of the Montreal Stock Exchange, Mr. 
G. PG. Dunlop, General Manager of the Montreal Stock Exchange and Curb 
Market, and Mr. W. E, Dunton, Consulting Auditor of the Montreal Stock 
Exchange and the Montreal Curb Market. 

- The Toronto Stock Exchange being busy making a considerable amount 


“of money—as I admit with some regret—have desired that we should make 


representations on their behalf, but they have not been able to send a delegation. 
Mr. Trebilcock, Executive Assistant to the President of the Toronto Stock 
Exchange, concludes ‘his letter by saying: 


Will you be good enough to have counsel report to the committee— 
that is this committee—that the Toronto Stock Exchange joins with you 
in the presentation of the brief and in the arguments presented by counsel 
therewith. 


So this presentation is made on behalf of the Montreal Stock Exchange and 
Curb Market and the Toronto organizations. 

On behalf of the members of the Montreal Stock Exchange and the Montreal 
Curb Market, we submit the effect of the present taxation on our businesses, as 
demonstrated by the following example. Our members all operate as partner- 
ships or sole proprietors with full personal lability. The business of a stock 
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broker fluctuates very considerably from year to year, and this typical example — : 


is a fair average of results over a period of ten years of a successful firm. 


The reason why a stock broker operates under his own personal name is — 


more a matter of prestige so far as he is concerned ‘and the protection of his 
clients so far as the public is concerned. A stock broker has never desired to 
incorporate as a bond house incorporates, and it has always been considered in 
the public interest that he should not do so, because when difficult years come 
and market crashes arrive, his assets are there to protect the business of his 
clients and alleviate to a certain extent the shock of a market crash. 

Hon. Mr. Campseuu: Is that under a rule of the exchange? 

Mr. Brats: I thought it was; it is not. 

The CHAIRMAN: It 1s in the Toronto Stock Exchange, I think. 

Mr. Brats: It has always been the practice of stock brokers not to incor- 
porate, so the public may have the full benefit of their assets. 

The Cuairman: I am informed that in Toronto it is obligatory for them 
to remain as partners. : 

Mr. Brats: I was under that impression but my clients advise me otherwise. 

The CuHarrMan: In Toronto? 

Mr. Brats: No, in Montreal. I could not tell you about Toronto. 

There is an example here of a typical stock broker’s firm, showing its opera- 
tions from the first year to the tenth year. 


TYPICAL STOCK BROKER’S FIRM—CAPITAL $100,000 
(THREE PARTNERS SHARING PROFITS—40%, 40% AND 20% 


Income Total of Amount 
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Per year alan ieee 26,900 _ 2,448 tsi ap 10,173 16,727 5,576 


This has been taken. under actual market conditions and shows to what 
extent there is a very large variation in the earnings of the broker, with the 


result that in the bad years he has very little money, if he does not run into any — 


very serious losses, and! in the good years, which are unhappily staggered, the 
money he does make is taken up in taxation, and he.is not able to build up a 
reserve for his own necessary benefit and the benefit of his chents. A joint stock 
company would be able to leave money in the business for the puropse of building 
up a reserve, whereas brokers—and the same would apply to a number of other 


business organizations where the individual does not want to place himself under ~ 


the protection of a charter—whether doing business as a partnership or individu- 


ally, are not in a position to get any protection at all. 

The result is, without going through the detail of the table, that the average 
annual earnings per partner would be as follows: During the worst five years 
each partner would: get $3,024, and in the best five years each partner would get 
$8,127; and if averaged over ten years the earnings would be $5,576 per partner. 
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It is difficult for a partner in a stock brokerage firm in Montreal to maintain 
a standard of living, commensurate with his position in the community, and in 
order to secure business by personal contact, on less than $5,000 a year. Some 
years he earns considerably less and some years considerably more, but on the 
average it is impossible for him under present taxation to have anything left 
over above living expenses to build up any reserve or add to the capital of the 
firm. 

The example given is that of a successful firm but even such firms have 
severe and unexpected losses at times. Under the present taxation it is impossible 
to be prudent and provide for such contingencies, other than by the original 
capital. 

In view of the above informatiion the chap who is handicapped today in 
trying to get set up in business is the young man who comes back from overseas, 
who has served his appr enticeship in a broker’s office and is ready to start off on 
his own. Today he is not able to build himself up any capital in order to carry 
on a brokerage business. The man who has been in business for some time has 
been able to preserve his capital and is not handicapped 1 in the same way as the 
young man starting out to-day. 

Under the circumstances, honourable senators, I have asked my clients to be 
good enough to prepare for me a statement of the number of men coming back 
into the brokerage business who have served overseas. They have provided the 
very interesting figure of 2,028 partners and employees with military service. 
There is no organization with a finer record of contribution to the war effort on 
the fighting fronts than the brokerage houses. They were young and healthy men 
and possessed the right spirit. As I say, the number of employees and partners 
was 2,028; the number who served in the last war was 446, or over twenty per 
cent. It is these ex-servicemen who are handicapped to-day and I know when we 
mention that situation we will get a sympathetic hearing. 

With the terrific fluctuations i in volume, that the brokerage business is noted 
for, a broker has, through necessity, to increase and decrease his staff or their 
remuneration with the times. In the past, the broker has been reluctant to do so, 
and, as a matter of fact, carried his staff to the bitter end; first, as a matter of 
sympathy, and secondly, in the hope that business would come back to. normal, 
and: further because of the difficulty of training a new staff. Under the present 
tax set-up it will not be possible to carry staffs, and of course the last man in will 
be the first one to go. However, under present taxation he will have to cut 
severely in bad times, and thus increase unemployment unless provision is made 
under the taxation laws for some reserves in the good, times. 

It would seem reasonable that all partnerships and sole proprietors including 


stock brokers should be allowed the same privileges as incorporated companies, 


namely, to be taxed on the profits left in the business at the same rate as 
companies. 

For instance, in the last year of the aforementioned typical example, if 
the firm were incorporated, the taxes on the business would be. $22,500 
instead of $35,700 providing -the partners’ salaries were $5,000 a year, on 
which in addition they would have to pay tax of about $1,000 each. This 
difference of $10,000 would provide a reserve in the business for the lean 
years, which have always come in the past. 


_. The CuHairman: Is there not a compensating factor for the shareholder? 
In a joint stock company there is a disadvantage against. them in that they 


_ pay double taxation. 


Mr. Brats: The shareholder? 


- The CHAIRMAN: Yes; in a joint stock company there is first the regular 
income tax, and then when the money is distributed in dividends to the 
individual shareholder he again pays tax: That is not the case with the 
partner or the single proprietor. 
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Mr. Brats: It is not the same with the partnership or with the single 


proprietor, but across the board it is still to the advantage of the company. | 
The company can leave in its treasury a portion of the funds available to see 
them through the lean years, 

The Cuamman: I am only pointing out one advantage. ; 

Mr. Brais: It is there, sir. There is much more necessity, I believe, of 
allowing them to leave some of that money there for the benefit of facing the 


difficult years. 

It is, therefore, suggested that the tax on profits left in a business by 
a partnership, or by a sole proprietor, should be taxed at the same rate 
as incorporated companies. 


It is further suggested that the provisions in the Income Tax Act, 


regarding profits in one year being used to offset losses of other years, 
should be calculated after the allowance for salaries to partners or proprietors. 
This is not the case at present. In the example given, there are three years 
out of the ten when the business would show a loss if this were done, presuming 
the partners had a salary of $5,000 each. 

We would like to bring to your attention that under the 1946 rates, 
some of our firms will pay more taxes than they would have under the 1946 
rates. This is due to the refundable portion of the 1945 Excess Profits Tax 
having been allowed as a deduction from income for Income Tax purposes. 

I had an interview with Mr. Ilsley on that qustion and he told me in 
no uncertain terms that he thought the former statute had been unfair to 
joint stock companies in that differentiation. We propose to have further 
talks with him, but it has brought a situation to light whereby those who 
will be forunate enough to make more money this year will pay a tax on 
a higher basis than last year. ote 

To sum up, we respectfully suggest that you should consider the 
advisability and the equity of placing all businesses, whether incorporated 


or not, on the same basis of rate of taxation on profits that are left. in the | 


business. In addition, we submit that the present 1946 rates of taxation 
on profits of business, whether incorporated or not, are such that it is 
impossible to provide sufficient reserves to properly carry on business in the 
lean years, especially for those that fluctuate to the extent that the stock 
brokerage business does. Unless the rates are considerably lowered, it 
is our opinion that unemployment will be increased and that it will remain 
impossible to build up reserves sufficient to maintain stability in the stock 
brokerage business, whose main function is to provide a free and open market 
for the investment of the savings of the public. 

This is submitted on behalf of the Montreal Stock Exchange and the 
Montreal Curb Market. 

Hon. Mr. Campsetu: Your suggestion, therefore, is so far as all partner- 
ships are concerned they should no longer be taxed on a personal basis but 
on a corporate basis. 


Mr. Brais: My suggestion is that they should be taxed on the basis of a 


corporation; that they should have the same privileges that a corporation has. 


Hon. Mr. Campsett: And that they should pay personal taxes on their | 


salaries, and any dividends or withdrawals from the business. | 
Mr. Brats: As and when withdrawals are made. 


Hon Mr. Campsseyu: And that they should pay the corporate rate on a 


earnings of the business. 


Mr. Brats: Anything that is left in the business would have to be treated 


the same as it is treated by a joint stock company. 
Hon. Mr. Campsetu: Taxed at a corporate rate. 
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Mr. Brais: That would be at the corporate rate. 


Hon. Mr. Haypen: Do you suggest, that where business fluctuates violently 
in its earnings, a normal basis of earnings should be established, akin to the 
standard profit and apply income tax annually on that basis, disregarding 
actual earnings. 

Mr. Brats: I do not know how long we are to have the standard basis of 
earnings with us. 


Hon. Mr. Haypren: I am just using that as an example, the establishment 
of a normal basis of earnings, and say that is the standard basis of earnings for 
this business regardless of fluctuation from year to year, then the tax would be 
levied on that basis. 

Mr. Brats: A corporation decides what reserves it is going to leave in; I 
think an individual, and I should like Mr. Dunton to correct me if I am wrong, 
should be allowed to calculate what he is going to leave in his business for the 
purpose of carrying him over the lean years. 


Hon. Mr. Haypen: There has been some discussion in relation to farmers 
because their earnings fluctuate so violently. I was wondering whether your 
suggestion was applicable to them. 


Mr. Brats: There is a basis on which you could work with the farmers, 
that would be on his acreage; whereas, the stock broker, and particularly the 
chap who is beginning in business, has not the requirements to meet personal 
expenses that the old-timer has. I do not see how you can fix that any more 
than you can fix the lawyer’s standard of earnings, which of course would be 
based on his standard of living and other requirements. For the farmer there is 
some basis on which you could operate, and I think it is an excellent suggestion. 

Hon. Mr. Haypen: What do you suggest should be done in view of the 
fluctuation in the earnings of the brokerage business from year to year? 


Mr. Brats: That the money the broker has available be left in the 
business at his discretion. This principle should apply to any similar business. 
We are not asking this for the stock brokers alone. But we feel our need is 
great because we are subject to greater variations than any other type of 
business. 

Hon. Mr. Haypen: The money is not subject to tax until it is taken out? 

Mr. Brats: Not until it is taken out. 


Hon. Mr. Haypen: And if you were on a corporate basis, 1 would not 
even be subject to the regular rate of corporate tax. 


Mr. Brats: I do not think it would be. I have had a chat with Mr. 
Clark about this question and while he has not said ‘‘No’”, I know that the 
government is looking into the problem for the sake of stability of these 
businesses. 

Hon. Mr. Campsett: May I ask one more question, Mr. Brais. I cannot 
see just how your proposal would be on the same basis as the corporate 
practice is to-day. For instance, assuming a broker makes $25,000 in one year, | 
and $15,000 another year; in the three previous years, which were lower, he 
withdrew $5,000 per year. If you treat it on a corporate basis, he would be 
allowed the $5, 000 as a charge against that business the same as a corporation, 
and then he would pay the corporate rate of tax on the balance. If he wished 
to distribute that balance he would also have to pay his income tax on that, if 1t 
is on a corporate basis. Your suggestion is that he could make an election; in 
a year of higherearnings he would say, “I only need to leave $5,000 in as a 
reserve and withdraw everything else, upon payment of personal income tax, and 
those earnings would not be taxed on a corporate basis at all; in fact, there 
would be no double taxation.” Would there not be a very distinct advantage 


to the partnership as against the corporation in a case of that kind? 


“ 
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Mr. Brats: Might I ask Mr. Dunton to answer that question to be sure 
that you get the right answer. “8 

Mr. Dunton: The suggestion of the Stock Exchange was that any reserve 
left in should be taxed at the same rates as the corporation rates. 

Hon. Mr. Camppe.u: I did not understand, when Mr. Brais said to leave 
it to the discretion of the partner as to what he should withdraw or what he 
should leave in. 

Mr. Dunton: The suggestion was that whatever the partners left in 
should be taxed at the corporation rates, but that there should be no restriction 
as to how much they should leave in or how much they should take out. 

Hon. Mr. Campsetu: That is, you would tax the partnership as you would 
a corporation? 

Mr. Dunrton: Yes, put it on the same basis as a corporation. 

Mr. Bras: Our supplementary brief, which is also a short one, deals with 
matters that have been particularly referred to this committee. With your 
permission I will now read it: Supplementing our brief of January 31, 1946, 
we would like to submit the following:— 


Boarps oF APPEAL 


In addition to the present right of appeal to the Exchequer Court, it is 


suggested that there should be established Local Boards of Appeal in Montreal 


and in all the cities across Canada where there is located an Income Tax 
Office. This Local Board of Appeal should be composed of three or more men, 
the majority of whom should be other than officers of the Income Tax 
Department. . 

There is a slight variation there from the other suggestions that have been 
made. We do not ask that ineome tax officials should be on that board, but we 
felt that at the inception it might be well to have some income tax officials 
on the board in order to steer it on the meanings of rulings. Often a new 
board will make rulings that appear to apply to one particular case only, but 
when they are read in the light of all the cases that are to come they are 
seen to be very broad. 

To this Board the taxpayer should have the right of appeal with the least 
amount of formality and expense. 

From time to time there occur differences af opinion between the taxpayer 
and the Department, in which the amount of money involved may not be 
very large with the result that the taxpayer pays the additional tax, but is 
left with a feeling of injustice. The fact that he is able to appear before an 
independent Board and argue his point of view, even though the decision 
might eventually go against him, would tend to eliminate the feeling of _ 
unfairness. In addition, it would ensure that the various assessors were 


interpreting the Department Rulings and the Act in a similar manner. The ~ 


findings of such a Board could serve as a guide to the assessors. 

In order to ensure uniformity amongst these Local Boards, it is suggested _ 
that there be a Head Office Board of Appeal to whom either the Department 
or the taxpayer could further appeal his case. This Head Office Board of 
Appeal should travel across Canada at stated intervals so that taxpayers 
across the country would not have to appear in Ottawa. eas 

It is suggested that the findings of these Local Boards of Appeal, and the — 
Head Office Board of Appeal, should be available to all taxpayers without the _ 
name of the taxpayer in the case being published. ; . 
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INTEREST ON ARREARS OF TAXES 


At the present time the Department does not allow as an expense of 
the business the interest charged by the Government on payments of taxes, 
either on Income Taxes or Excess Profit Taxes, even though the lability of the 
amount of taxes payable may be, and often is, not determinable for a number 
of years. 

The figures in the next paragraph of the brief are not to be taken as 
typical at all of profits made by brokers. Mr. Dunton, when preparing the 
brief, simply used these figures for purposes of illustration. 

For instance, the taxpayer may feel that he is entitled to a standard profit 
under the Excess Profit Tax Act of $100,000. He computes his tax accordingly 
and pays it promptly. Some years later he may be awarded a standard 
profit of $60,000. As this would. involve an additional payment of $40,000, 
the interest in addition would be several thousand dollars, which he could not 
deduct as an expense of the business. In the meantime this $40,000 has been 
producing income in the business, which in itself is fully taxable. This is 
particularly so in the brokerage business, where the firms are constantly 
borrowers of money. 

Under the Income Tax Act an individual has to estimate his profits for the 
current year in advance, and make instalment payments. Should his profits 
exceed this estimate then he has to pay interest on the difference between the 
estimated tax and the final tax, and such interest is not allowed as an expense 
of the business. The profits in the brokerage business fluctuate to such a great 
extent that it is practically impossible to estimate the profits ahead of time. 
It does not seem reasonable that the interest on a tax that is not yet determined 
should be disallowed as an expense of the business. 

As interest on tax payments is theoretically to adjust discriminations 
between the taxpayers, if it is allowed as an expense, the theory or principle 


behind it would not be upset. 


Hon. Mr. Campseuu: Is interest charged before the tax is due? Supposing 


that at the beginning of 1946 a man estimates his income for that year at 


$100,000, and he actually earns $150,000, is interest charged in that case? 
Mr. Dunvron: There is an interest charge on the under-estimate. 
Mr. StixemMan: Not if it is paid on time. 
_Mr. Dunton: Then I am wrong. 
Hon. Mr. Hac: Let us be sure about this. Say I estimate my 1946 income 


‘to be $10,000, and I pay my quarterly instalments of income tax on that basis, 


and when I get to the end of the year I find that my income was larger than 
I had estimated it and therefore my quarterly instalments of tax payments 
were too small. Then I would have to pay interest on the amounts that I had 
underpaid on the quarterly dates? 

Mr. Stixeman: No. An individual pays interest only from December. 

Hon. Mr. Harc: Then I do not need to make my quarterly instalments at 
all. I can just stand pat and pay in December. 

The CHAIRMAN: You must pay your instalments. 

Hon. Mr. Hare: Suppose when I get to the end of the year I find that my 
income has been $14,000, instead of $10,000 as estimated. Do I not have to 
pay interest on the shortage in my quarterly instalments? 

Mr. StrKEMAN: No, sir. 

Hon. Mr. McRar: What protection has the Government got against an 
under-estimate ,of income? 

Mr. Srixeman: None. 

Hon. Mr. Hare: I do not think that is so. 
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Mr. StrKEMAN: Your estimate cannot be lower than your last year’s income. 
That is the Government’s guarantee against an under-estimate. 


Hon. Mr. Hata: But suppose I estimate my 1946 income to be the same as 
my 1945 income was, and it turns out to be a lot better than that. 


Hon. Mr. ASELTINE: You cannot be penalized for that. 
The CuatirMan: A man might know very well that his income this year will 


be a good deal less than it was the year before. Do you mean to say that in ~ 


such case he cannot put in the estimate of what he is pretty sure his income 
will be? It would be absurd if he could not do that. 

Mr. StrkeMAN: Looking at section 48, I think there is interest on under- 
payments. 

Hon. Mr. Haic: I think so. I think I have been charged. 

Hon. Mr. Moraup: No, interest is not charged. 

Hon. Mr. Haic: Read the section. 

Mr. StrKeMAN: Subsection (3) of section 48: 


Every person, other than a corporation or a person to whom sub- 
section two. of this section applies or a person whose chief business 1s that 
~ of farming, shall pay all taxes, which he is liable to pay upon his income 
during any taxation year under any of the provisions of this Act except 
sections 9B, 27 and 88 thereof, as estimated by him of his income for the 
year last preceding the taxation year or on his estimated income for the 
taxation year, in either case at the rates for the taxation year, by quarterly 
instalments during the taxation year as follows. 


Then, at the end of that subsection: 


and if, after examination of any person’s return under section fifty- 
three of this Act, it is established for the purposes of this Act that the 
instalments paid by him under this subsection amount, in the aggregate, 
to less than the tax payable, he shall forthwith after notice of assessment 
is sent to him under section fifty-four of this Act, pay the unpaid amount 
thereof together with interest thereon at four per centum per annum from 
the thirty-first day of December in the taxation year until one month 
from the date of mailing of the said: notice of assessment and thereafter 
at seven per centum per annum until the date of payment. 


Hon. Mr. Hucessen: That is after assessment. 

Mr. StTrkEMAN: Yes. 

Hon. Mr. Haig: Then I was wrong. 

Hon. Mr. Hucrssen: Supposing he makes his return on the 31st of April? 
Mr. StikpmMan: Then he pays interest from the 3lst of December. 


The CHAIRMAN: Let me come back to my question about estimated income. 
Suppose that my income last year was $20,000 and that I know it will not be 


more than $10,000 this year. Have I to make my instalment payments this year | 


on the basis of $20,000? 
Mr. Strkeman: No; on the basis of your estimate. 


The Cuatrman: And if at the end of the year it turns out that my estimate . 


was too small, interest will be charged against me? 
Mr. StikeMAN: Only from the end of the year. 


The CHarrRMAN: That is an inducement to a man to underestimate his — 


income. 
Mr. Brats: All that is asked here is that the interest which the individual 


has to pay because of underestimating his income should be chargeable to the — 


business, because the business has had the use of the money to earn more money. 
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Hon. Mr. Haypen: There is a subsection dealing with instalment pay- 
ments, and I think that under that subsection interest is payable on the under-_ 
estimated tax until paid. . 

Hon. Mr. Campsetyt: You are thinking of subsection 6? 

The Cuarrman: If I am found to have underpaid each instalment during 
the year, do I have to pay interest on the amount underpaid in each instal- 
ment? 

Mr. STIKEMAN: Yes. 

The CuHaiRMAN: If that were not so, ‘a man could underestimate his income 
right along. 

Hon. Mr. Campsetu: It seems that you may estimate your tax on the 
basis of your earnings for the previous year, or you may estimate a different 
amount, but it cannot be lower than the amount you earned in the previous 
year. 

The CuHatrMaAn: Mr. Stikeman says it can be lower. 

Hon. Mr. Campsetu: If your estimate of this years income is not lower 
than your earnings for last year, and you pay the instalments, then no interest 
becomes payable till the end of 1946. | 

Hon. Mr. Campse.u: If your estimate of this year’s income is not lower 
previous year’s income, and if in fact your income for this year turns out to be 
higher than you had estimated, do you then have to pay interest on the amount 
by which each of your instalment payments was lower than it should have 
been? 

Mr. STrKEMAN: Subsection (6) of section 48 says:— 


(6) Any person required to pay tax on the quarterly instalment 
basis as provided in subsection three of this section, or under section 
eleven of The Excess Profits Tax Act, 1940, who pays less on any 
quarterly instalment date than the required instalment as referred to 
in subsection three of this section or section eleven of the Excess Profits 
Tax Act, 1940, shall pay interest at four per centum per annum upon any 
deficiency until paid. The deficiency shall be the amount by which the 
amount paid is less than the required instalment mentioned in the said 
subsection and section when calculated at the taxation year rates, on 
either 

(a) the income of the preceding year, or 

(6) the income of the taxation year, 
whichever is the lesser. 


In other words, if your instalment is lower than it would have been if 
calculated on the basis of your preceding year’s income or of the income in the 
taxation year, whichever of these is the lesser, you have to pay interest on the 
deficiency, but not if your estimate is the same as the income of the preceding 
year. 

The CuHarrRMAN: That is fair enough, otherwise it is just an inducement 
for a man to underestimate his income because he has not to pay any interest 


on the excess. 


Mr. Strkeman: There is no interest until the end of the year providing 
you do not underestimate your income compared with that of the preceding year. 


Mr. Brats: My fear is in regard to the previous year’s income. For 
Ng £ p 


“example, if the broker in the first three months of the year ran into a disastrous 


market and did not make any money at all, and did not have any money to 
pay the tax, he would be obliged to estimate on the previous year and borrow 
money to pay tax on income he has not made; but towards the end of the year 
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he runs into an active market, and then he would find he had paid on too little 
and he would have to pay interest on the excess. = 

~The last portion of the brief, honourable senators, is with reference to 
partnership insurance. | 

It is suggested that the premiums paid by the partnership on the life of 
one of the partners where the surviving partners are the beneficiaries should be 
allowed as an expense of the partnership to the extent that such premiums 
exceed the increase in cash surrender value of the policy. As it is practically 
impossible for a partner in a brokerage firm to build up any capital under the 
existing tax laws, it jeopardizes the continuation of the firm when a partner 
with a large part of the capital dies. : 

Further, practically the only plant and machinery of the brokerage business 
are the brains and personalities of the partners. Insurance premiums might be 
considered as being depreciation allowance on such plant and machinery. Each 
partner contributes either skill or capital to a partnership. It would seem 
reasonable that those contributing skill and industry should not be penalized by 
the sudden loss of capital. : 

Respectfully submitted, 


The CuHatrMAN: Mr. Stikeman, do you wish to put some questions? This 
is our usual practice, Mr. Brais. 

Mr. Brats: Thank you, sir. 

Mr. Strxeman: I should like to ask you, Mr. Brais, whether the inde- 
pendent board to which you refer should in the opinion of your members 
consider disputes which may arise with the department before the assessment 
is actually finalized on such matters as depreciation allowance and so on. 

Hon. Mr. Moravp: In other words, to obtain a ruling. 

Mr. Brats:, It seems to me and to Mr. Dunton that there should be an 
assessment, because the assessment may clarify problems, and in any event give 
material to work on. 
Mr. Sttxeman: Therefore your board would be a board to which you would 
appeal your assessment before taking it to the Exchequer Court? 

Mr. Brats: Yes I think that would simplify the procedure and save a lot of 
time. . 

Mr. StrxeMAN: Would you consider the board should always sit en bane with 
three members or singly? ; : 

Mr. Brats: No, I think from my experience of boards sitting en banc and 
singly, I would prefer that the board should sit en bane. 

Mr. StikEMAN: You explained to us earlier that the board might be com- 
posed of some members of the taxation department, but I gather they would 
not be members of the board in their official capacity; the board therefore would 
be independent? 

Mr. Brats: There would be two processes there: either have an adviser to 
that board in the person of a member of the department or a skilled member of 
-the department, like yourself, Mr. Stikeman who would have to sever all con- 
nection with the department. | 

The CHARMAN: He is not a departmental member now. 

Mr. Brats: I appreciate that. 

Hon. Mr. Hayden: Do you think there should be a departmental adviser 
to the board at all? = 

Mr. Brats: I have this in mind. You set up a board—we have found it so 
with the Workmen’s Compensation Board and other boards—and it runs into 
that. difficulty at its inception. The board at its inception sometimes makes a 
ruling so broad that there may be fifteen cases radiating from that particular 
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case to which that ruling has no application. There would have to be some 
direction to that board. 

Hon. Mr. Haypen: Do you mean the quantum should influence the 
principle? 

Mr. Brats: No. I may make a ruling on a case but in the wording I have 
made that case such that the ruling can apply to fifteen other types. In other 
words I have made the ruling too broad. 

Hon. Mr. Haypen: You would suggest a sort of legal adviser? 

Mr. Brats: A legal adviser. Unfortunately the auditors are now usurping 
some of the privileges of the lawyers in advising on income tax. We have serious 
objections to that practice, but apparently we cannot stop it. There should be 
a technical adviser so the problem can be canalized on the one case. 

Hon. Mr. Haypen: I think there should be a board absolutely independent 
of the department. ) 

Hon. Mr. Hata: I agree with the witness. I do not think a man still in the 


- department should be on the board. 


Hon. Mr. Haypen: He should not be an adviser either. 

Hon. Mr. Moravup: It depends on the functions of the board. Would you 
have the board make rulings on assessments, or would you have it make rulings 
beforehand? 

Hon. Mr. Haypren: The only way you could get to the board would be to 
appeal your assessment. — 

Hon. Mr. Moraup: But you may ask that board to give rulings beforehand. 

Hon. Mr. Haypren: No. 

Hon. Mr. Moravup: I was wondering what the witness thinks about it. 

Hon. Mr. Hata: The witness said no. 

Mr. Brats: I am a little bit lost as to what is the question really before me. 

Mr. StrkeMANn: I asked you would you want the board to advise before an 
appeal was put in. 

Mr. Brats: After the assessment. The dissatisfied taxpayer would then 
appeal to the board. 

Hon. Mr. Hucessen: Take the case of a proposed reorganization of a com- 
pany do you think that the board should have power to deal with that theoretical 
case and say: If you do so and so, you will attract a certain tax? 

Mr. Brats: I did not understand the question. I see no objection to refer- 
ences being made to a board by the Commissioner of Income Tax. Suppose he 
has a problem which is coming up, he has a competent board; he makes a refer- 


ence to that board. That is perfectly all right. I would not think that the tax- 


payer should be entitled to go to the board before there is an assessment. 

Hon. Mr. Moraup: Why not? If the Commissioner has the right, why not 
the taxpayer? We will say the taxpayer has a company which he is going to 
reorganize. Why should he not have the right to go to the board and say, here 
is my problem? 

Mr. Brats: I think he should have the right to go to the Commissioner and 
have a reference. But if every person wanted to go to that board on every 


_ problem that came up you would find a group of individuals or a type of business 


always before that board and it would clog that board. 

Hon. Mr. Moravup: We are going to the department. Why should we not 
go to the board? 

Mr. Brats: After assessment? 


Hon. Mr: Moravup: No before. 
60817—2 
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Mr. Brats: In odd cases you have asked me what my opinion was. I see 
no objection to the department wanting to have a reference; but I see some com- 
plications in the practical operation of the board if everybody could at no expense 
go before that board. 

Hon. Mr. Moravp: The party is not the Commissioner, it is the taxpayer. 

Mr. Bras: With a board there, we must presuppose that if the problem 
is sufficiently serious to merit consideration the Commissioner would want that 
consideration given by the board. 

Hon. Mr. Moraup: Suppose he says, “I won’t go”? 

Mr. Brais: In a reasonably democratic government it should not happen. 
We must not make it too tight. 

Hon. Mr. Camppett: The taxpayer comes to the department and says: 
There is a question about the interpretation of this section and how it is to apply 
in this particular reorganization. You cannot tell me definitely what the 
meaning of the section is. I cannot advise my client therefore, and I suggest to 
you that you state a case on this particular section and on these facts for the 
Board of Review. You feel that that would be the proper procedure under your 
proposed amendment to the act? 

Mr. Brats: Aidding this: If the Commissioner did not see fit, or the 
minister—it always stems from the minister—did not see fit to grant that, and 
subsequently the matter went before the board, and the board did not agree 
with the taxpayer, that would make the taxpayer feel that he had some 
protection on the assessment. 

Mr. Strxeman: Do you think the board should be allowed to substitute 
its opinion for the minister’s discretion? 

Mr. Brats: If the board exists, it should. 

Mr. SrrxEMAN: The Exchequer Court is unable to do so. 

Mr. Brats: That has not been a very healthy jurisprudence. 

Mr. Srrxeman: I wanted to get it clear that your feeling is that the board 
should hear appeals on all grounds, whether discretional, factual or legal? 

Mr. Brats: Yes. We know what the discretion is based on, and if the 
discretion has not been exercised or has been arbitrarily exercised, I think the 
board should be entitled to use that discretion. 

Hon. Mr. Hucessen: Your opinion, Mr. Brais, sums up what other 
witnesses have said to us in previous hearings. They have objected very 
strongly to the breadth of discretion given to the minister. But I rather 
gathered from them that if there was this board of appeal, and it was given 
power to review the exercise of ministerial discretion, their objection to the 
discretion would largely disappear. In other words, the taxpayer would have 
his day in court before this board of appeal, which would review the discretion 
of the minister. Would you agree with that? 

Mr. Brats: Yes. 

Hon. Mr. Haypen: You think discretions are all right, in fact make a 
more flexible statute, as long as the taxpayers is given the right of appeal? 


Mr. Brats: Yes. 


Mr. Srixeman: Do I gather from your discussion of interest that you 
contemplate that interest should not be charged at all, or is it limited to your 
statement that the interest charged should be a deduction from profits? 


Mr. Brais: Those are my instructions, just as you have it there. We 
carefully considered it when that part of the brief was drafted, and we came to 
the conclusion that if you are not charged interest, as the honourable Chairman - 
has said, it would be an inducement to underestimate your income; but if you 
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are charged interest, you should be allowed to deduct that interest, because in 
the main while the income on the deficiency is a profit of the business, it 
produces income on which the government would to that extent receive interest. 

Mr. St1KEMAN: Would you charge it to the year in which it was assessed 
or the succeeding year? 

Mr. Brats: The auditor tells me that interest accrues from day to day and 
should be distributed in that way. 

Mr. StikeMAN: If for a given year you are deficient in your tax payment, 
and later on the tax is computed and the interest charged, in what year should 
the interest itself be charged? 

Mr. Dunton: I think the amount involved is so very large that the most 
practical method would be to allow it to be charged in the year in which it 
was paid. 


Mr. Strkeman: That would be the succeeding year. 

Mr. Dunton: Yes. 

Mr. StrkEMAN: It would be much simpler that way. 

Mr. Dunton: It would be simpler, although technically it would be divided 
up into years. 

Mr. St1kEMAN: There is no technicality present; I just wanted your thoughts 
on the subject. 


Hon. Mr. Haypen: Mr. Brais, the Chartered Accountants Association 
suggested a limited period for the right of the department to assess or to re- 
assess a return. They suggested that it must be done within a year or two. 


Mr. Brats: Yes, that is right, with the exception of fraud. I do think there 
should be a limit, whether it should be two years or three years I do not know. 
It should be within the least possible time to allow the department to examine 
the returns. Some difficulty might arise after the death of the taxpayper, and 
a great hardship might be created with no suggestion of fraud. 


Mr. STrKEMAN: In your reference to the possibility of permitting insurance 
in certain organizations such as the brokerage partnership, you draw an analogy 
between depreciation and permission to set up a charge for the diminution of 
the mental or intellectual values of the personalities in the partnership. Would 
you extend that principle to all taxpayers and permit amortization of intarigible 
capital in every case? 

Mr. Brats: I certainly believe it should be extended to the legal partnerships. 

Some Hon. Senators: Hear, hear. 

The CHAIRMAN: Order. 


Mr. Brats: But in the case here it is necessary to protect the creditors of 
a going concern by not withdrawing from the concern a very substantial portion 
of the capital upon the death of one of the partners. I think it would certainly 
put the busmess on a healthy basis if this partnership insurance could be 
incorporated. Under the circunistances, I believe it would be in the interest 
of the government as well as the company to incorporate parternship insurance. 


Mr. StikeMaAn: I was interested in the thought behind that suggestion, 
that you would draw a parallel between insurance and depreciation. Depreciation 
is a charge that is allowed for wear and tear; therefore, to make an analogy 
you would really have to compare it with the amortization of intangible 
assets which would not be subject to wear-and tear during the course of time. 
I now ask you, would you extend this as a principle of taxing law to all businesses 
in respect of intangible assets, whether mental, patent or copyright. 


Mr. Brats: To all businesses where there are partners, and where the with- 
drawal of one partner would do harm to that business. It has been mentioned to 


188 SPECIAL COMMITTEE 


me by one of my good friends, and I think you will agree with it, that the 
broker who goes through bad years and good years suffers a lot of wear and 
tear. It is not intangible; it is real mental wear and tear. 

Mr. Strkeman: Your answer to the question is somewhat limited to partners 
and partnerships; that is, the partners who suffer mental wear and tear. 


Mr. Brats: I would not say just that. — 


Mr. StrkEMAN: The witness does not extend it past a partnership of this 
kind. It seems to me the principle should be extended to all businesses. 


The CuHatRMAN: He is representing this particular business. 


Hon. Mr. Hucessen: I wish to ask Mr. Brais one further question about 
boards of appeal, and I shall put it in the way of a suggestion to him. First 
of all, your suggestion was that each board should consist of three or four 
men; and secondly, there was to be a head office board of appeal. I am 
wondering if you would not be overweighing the machinery. I am just thinking 
out loud now, Mr. Brais, but I should like to have your thoughts on the subject. 
Would it not be possible to have a board, say, of two men sitting on each appeal, 
rather than have a central board of appeal sitting in Ottawa? I would envisage 
a board of, perhaps six men all together sitting in groups of two all around 
the country, and being changed from time to time. It might consist of six or 
eight men, but should be sufficient so that two or three of them could sit on a 
panel all over the country at different times. . 

Hon. Mr. Haic: The Railway Commission does just that. 

Hon. Mr. Hucrssen: They should not confine their activities to one city, 
nor should there be one separate board for Montreal or Toronto. As I say, I 
envisage a board of a certain number of men, sitting in groups of two in different 
parts of the country, but action as one board. Would not that give the amount 
of flexibility required and insure a uniformity of practice throughout the country? 

Mr. Brats: I am a little hesitant about approving such a board, or _ 
making that suggestion myself. We have found that boards of appeal vary, 
and since the honourable senator comes from my part of the country he 
will know what I have in mind. But when a board sits in separate places, 
and when judges sit two in one place and three in another place, it has failed 


to do exactly what we are trying to do here, that of getting uniform decisions. ~ . 


Whereas if the board sat together and saw a good deal of each other it could 
deal with new problems as they came up and before someone else on the other © 
side of the country had a similar problem. It would prevent conflicting decisions. 
I am looking at it from the practical standpoint. 

The CHARMAN: What would the composition of this head office appeal 
board be, head office officials? - 

Mr. Brats: No. 

The CHarrman: And if it did consist of officials you would be going 
back to the problem you now complain of. 

Mr. Brats: No, it would consist of highly competent lawyers or auditors, 
whatever the government saw fit to appoint. They would at least be men _ 
with a great deal of experience in these matters. 

The Caiman; And just as independent as the original appeal board. 

Mr. Brats: Oh, quite. And they would, for example, have an overflow of 
two or three members who had sat on other cases and who could confer-on their 
problems. 

Hon. Mr. Haig: On behalf of the members of the committee I wish to 
move a vote of thanks to the officials of the Montreal Stock Exchange and 
the Montreal Curb Market for coming here and giving their able presentation. 
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Mr. Brais: Mr. Chairman and honourable senators, on behalf of my 
clients and myself I thank you. 

The CHARMAN: We have with us this morning Mr. Charles Oliphant. 
Mr. Oliphant is the Assistant General Counsel for the Treasury at Washington, 
and he has very kindly accepted our invitation to come here and give us the 
benefit of his advice and information. I now call on Mr. Oliphant. 

Mr. OuipHant: Mr. Chairman and honourable senators, I come here 
more as a visitor than anything else. I have been in Ottawa before, and it 
is always a pleasure to renew my acquaintances here. While I am with the 
Treasury Department and am an official of that department, my appearance 
here is entirely personal. I believe the invitation was extended with the idea 
that I might. be able to give you some historical background on the conditions 
we have had in our country, and so anything I may say is on that basis. 
With those preliminary remarks I will sit down, and go on from there. 

The CuarrmMan: Would you like to be asked questions? 

Mr. OvipHant: Whatever Mr. Stikeman thinks best. I might say that 
I think the problem you now have is somewhat the same difficulty we had 
after the last war. In our income tax set-up we had comparatively few 
returns up to the first Great War. Then, with the war and the high tax 
rates we suddenly were faced with a flood of returns. Our department went 
through the process of its own education, in terms of what the law should 
be and what the law was. And secondly, perhaps the more important, in 
terms of how to get the business done with the least amount of difficulty. 

This is what happened in our country. Along in 1920 or 1921 when we 
were suddenly flooded with millions of returns, where we had _ thousands 
before—and I think that is where you are today with 2,500,000 returns as 
against something like 500,000 before the war, with no prospects of having 
less in the future. When we were faced with that situation, we first set 
up revenue agents. We have two things that run hand in hand; we have 
collectors all over the country-who get the returns in and service them, and 
audit the smaller returns. We also have the revenue agents in some 37 locations, 
and they do the examining job much like, I understand, your inspectors of 
revenue do. 

We found there was a good deal of difference of opinion with respect 
to any issue. There had to be a review in Washington, and in a sense an 
independent review, or at least a skilled review, so we first set up a committee 
of appeal and review. May I preface that remark by saying that an agent 
will go and make an examination; he writes a report of what the taxpayer 
says. The taxpayer then comes in and the matter is argued back and forth. 
If the taxpayer agrees to the adjustments, or a mutual agreement is reached, 
they sign an agreement form. That agreement between the revenue agent 


_and the taxpayer is reviewed in Washington by what we call an audit 


review division. If the division does not agree with it, it goes back to the 
revenue agent and the same torturous process is gone through again. 

It was the existence of the backlog of work built up in Washington 
in that audit review set-up that required the establishment of this com- 


mittee of competent men, called our Committee of Appeals and Review. 


You understand that organization is an appellate body, and entirely within 
the bureau of Internal Revenue, which is in turn within the Treasury 
Department. This appellate body too had its limitations. For instance, 
a taxpayer may have felt that he did not have his issues fully adjudicated, 


and wanted an opportunity of an independent judgment. At that point 
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there arose another problem. Under our system as it was then we assessed the 
tax as you do. We have a statute of limitations and always have had, whieh 
provides that the taxes will be assessed within three years from the time the 
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return is filed. In those days the government was foreed to look at the case 
with general rapidity to get it within the three-year provision, andi at the same 
time the taxpayer had only one course of action. He could accept what the 
bureau said, and pay the tax; then if he wanted to go further and have an 
independent view on the subject he was obliged to sue in one of the district 
courts. This procedure is expensive, in addition to having to pay the tax. 

Many disputes arose, and it inflicted a real hardship on the taxpayer 
through having to pay the tax and then proceed through the judicial process 
of suing. Eventually if he got a decision in his favour, he would receive a 
refund. 

So we set up a Board of Tax Appeals. That board is composed of sixteen 
members, one of which is the chairman. They are appointed for a term of 
twelve years, at a salary of $10,000 a year. That board is not a court. Its name 
was changed—I am skipping ahead a little bit now—its name was changed in 
1942 to the Tax Court of the United States, but it remains an independent 
establishment within the executive branch of the Government. 

At the same time that that board was set up we provided that if you 
filed your return the collector would assess the tax on the income shown on 
that original return. Then the case would go over for examination by our 
revenue agents, and the revenue agents and the bureau would propose an 
additional assessment, which is something lke your reassessment, as I see it. 
On that the statutory limitation, of course, was the same; that additional 
assessment had to be made within three years. . 

So the procedure that we devised for cetting the business done and getting 
the cases to the board was that, as before, the revenue agent would make his 
examination, the taxpayer would come in, and if they could agree an additional 
assessment was made and the tax was paid. If they could not agree, then, 
as a refinement, a letter would go out to the taxpayer, a preliminary letter, 
advising him of what our preliminary determination was, and he was given a 
right to protest it. That is again a semi-private procedure within our revenue 
agent’s office. He had to protest within sixty days. He came in then for 
a second conference in the revenue agent’s office and they would try to settle 
the case again. If they could not, the taxpayer’s protest would be denied, and 
at that point—this is all statutory now—the commissioner would issue a 
statutory notice of deficiency. That notice goes to the taxpayer, and it says, 
“T propose to assess against you as a taxpayer an additional amount of . 
dollars for the year, say, 1942.” 

If the taxpayer does not agree with that determination of a deficiency, he 
has the opportunity of filing within ninety days an appeal to the Board of Tax 
Appeals, or to the Tax Court. So the initial step towards an independent review 
is this notice of deficiency which the commissioner sends out. In that the tax- 
payer is furnished with a copy of the revenue agent’s report, except in fraud 
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eases. In fraud cases our revenue agents furnish a copy of their findings to the | 


taxpayer, so that he presumably will know the basis of the assessment. | 
This deficiency notice goes to the taxpayer, setting out the deficiency and 
why there is believed to be a deficiency, and if the taxpayer then does not want 


to accept this finding he files an appeal to the Board of Tax Appeals, now the — 
Tax Court. That appeal comes into Washington, into the main office of the. 

Board of Tax Appeals. With his appeal the taxpayer encloses a copy of the © 
commissioner’s determination, and he says in effect “I take exception to it and | 


I want the Board, or the Tax Court”—I will refer to it as the Tax Court—“I 
want the Tax Court to look over it and see whether they agree with it.” In his 
appeal the taxpayer must set out his reasons for thinking that the commissioner 
made a mistake. The commissioner then files an answer, in which he may deny 
1e made a mistake, or he may admit he made a partial mistake. When that 
answer is filed the taxpayer and the commissioner are at issue. 
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Hon. Mr. Lecmr: The appeal and the answer are the pleadings? 

Mr. OxipHAnt: Yes, they are our pleadings. All this may sound fairly 
formalistic, but in actual operation it is not. To a degree it is fairly formalistic 
but it is nowhere near as strict as, for instance, the procedure for our ordinary 
court pleadings. ihe 

I ought to interpose one comment here. If the taxpayer does not file his 
appeal within ninety days, he no longer has a right of appeal, so the commissioner 
may address a motion to the Tax Court for a dismissal. 'T here may be a good 
many other preliminary motions. The appeal may be frivolous—there are not 
many of those. It-may not be complete, and so on. There will be a good many 
preliminary motions which the commissioner may address to the court. All those 
motions are heard in Washington, on a motion day, and are either granted or 
denied. This procedure takes place prior to the filing of the commissioner’s — 
answer. 

If the motions are denied, the taxpayer’s appeal is accepted by the court as 
stating a case, so the commissioner then files his answer. I will go into some 
detail on this, if you wish me to, or I will pass over it quickly, as you prefer. 

The Cuairman: We would prefer that you stated whatever you think is 
necessary to complete your picture. 

Hon. Mr Hucsssen: Before you go on, may I ask you how many members 
sit on this procedural court? 

Mr. OuipHant: On the motion court, just one. There may have been two 
or three exceptions over the years that I have been in the bureau and the years 
before that, when, because of an important motion, there was more than one 
member on the court. . 

Hon. Mr. Haypen: Is there a time limit within which the commissioner may 
make a motion? 

Mr. OLIPHANT: Yes; the commissioner can attack the appeal within thirty 
days after it is filed. Once that answer is filed the parties are at issue. The 
presiding Judge of the Tax Court—he used to be called the chairman—with the 
Secretary of the Court and the Clerk of the Court, make the calendars, which 
set appeals down for hearing at convenient times in. the major cities around the 
vountry. There will be a convenient grouping of all the cases in that way. Fifty 
eases may be set for hearing in Birmingham, Alabama, to start on March 1, let 
us say. While the rules of the court do provide for a division sitting with three 
members, there have only been two or three instances when more than one judge 
has sat. Our overwhelming practice consists of one-jJudge hearings. 

Hon. Mr. Lecer: Do you call witnesses and have arguments by lawyers, 
and so on, as in a court of law? 

Mr. OuipHant: Yes. I will come to that in @ moment senator. Let us 
suppose hearings are set for Birmingham, Alabama. The cases there may last 
two or three weeks. In most of the cases the parties will have agreed in 
writing as to what the facts are, will have made stipulations of fact. In nearly 
every case there is either a complete or a partial stipulation of fact. Let me 
take what would be an average case. There will be a partial stipulation of 
fact in the average case, and when the case is called for hearing the person 
representing the taxpayer will make an opening statement. Let me interpose 
something on that score. The Board’s rules will provide that an individual 
may represent himself, and a corporation may be represented by a duly 
authorized officer, and either may be represented. by counsel—that is a lawyer 
or an accountant, there being a bar or group of practitioners whose qualifica- 
tions are set by the Board itself. There is a regular so-called tax bar in our 
country, composed of lawyers, accountants and men of that calibre. 
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Hon. Mr. Hucessen: Do you mean that your name has to be inscribed 
on a list before you are entitled to appear before the Board? 

Mr. OuipHant: If you wish to represent anyone other than yourself you 
must be admitted to practice before this Tax Court. We have found that 
advisable. : 

Hon. Mr. Hucrssen: And the only people whom the Court admits to 
practice are lawyers and accountants? 

Mr. OurreHant: That is roughly true, although there are special cases in 
which others are allowed to appear. 

Now let us get back-to the average case. There has been an agreement 
between the taxpayer’s representative and the commissioner's representative on 
most of the facts or part of the facts. That is in writing. The hearing will 
take place in a convenient court room. When the case is called the taxpayer’s 
representative will get up and make an opening statement of what he thinks 
the facts are and what he thinks the conclusions ought to be. Then the 
commissioner’s counsel—the commissioner’s counsel are all lawyers—gets up 
and makes a statement of what he thinks the facts are and the law 1s. Then 
the taxpayer puts in his case. He will call a witness or two, and there will be 
examination and cross examination. The proceedings are reported. Then the 
representative of the commissioner, the respondent, will put in his ease. Ordinarily 
the respondent does not call many witnesses because—and this gets somewhat 
close to your discretionary power—with certain exceptions, which I do not think 
are material for presentation here, the statute makes the commissioner’s deter- 
mination prima facie correct. There is an assumption that it is correct, and it is 
up to the taxpayer to refute it. That sounds quite a weapon for the Commissioner 
every instance, but because the burden of proof is on the taxpayer, in the ordinary 
to have. In practice it is not, because the standing rules are for the Commissioner 
and the chief counsel to proceed to put on our case. We do the best we can in 
case there are few witnesses. Well, our evidence has been put in. 

Getting to your point, sir, we have a witness box, a chair, the witness will 
be called, he will be sworn. Our tax board has power to subpoena. 

The CHAIRMAN: It is all at the taxpayer’s expense? 

Mr. OureHant: No. I probably should have said that all this costs the 
taxpayer is $10 when he files that appeal. 

Hon. Mr. Haypren: Plus his counsel fees. 

Mr. Oureuant: It is true of course that he has to pay his own counsel. 

The CuHatrMAN: His witnesses too? 

Mr. Oureuant: The witnesses are partially at the taxpayer’s expense, but, 
as I say, the court has power to call witnesses and to subponea books and records. 
The case is called, the witness is put in the box, he is sworn. You then see how 
formal the proceedings are in themselves. By statute again the rules of evidence 
before the tax court are the rules of evidence in effect in the courts of equity 
+n the District of Columbia, 1928; that is the statutory language. What that 
means is that the rules of evidence, as applied in the tax court, are such that 
the tax court gets all the picture. It is Just that: the court will take it on 
itself to bring out the whole picture. It will examine the witnesses itself. There 
are few exclusions of evidence.for purely formalistic reasons. 

Hon. Mr. Haypen: Hearsay? 

Mr. Ourpuant: Not hearsay, no. We do have to apply the hearsay ruling. 
But there are ways of getting your evidence in if it is appropriate. All I am 
trying to say is that it is an opportunity for the taxpayer to present all his 
case, and for the commissioner to present all his answers. 

Hon. Mr. Lecer: No objecions to leading questions? 
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Mr. OuipHant: There are objections, yes, but as the practice goes you can 
lead a witness just so far. 

Hon. Mr. Campspeti: As you can anywhere. 

Mr. OLIPHANT: Yes. We have all been cut off at the right point. The 
judge will finally say, “You have been leading the witness far enough.” 

After the witnesses have been heard, there is very rarely oral argument on 
the law before the Tax Court. Practically in every case the parties are given 
time in which to file a brief. The brief contains two things. One, all the facts. 
The reason for that is that our statute requires—and I think this is important— 
that the court make a finding of fact in every case. You gentlemen can probably 
appreciate that. Second, argument on the law. The briefs are usually 
simultaneous. 

Hon. Mr. Haypen: No exchange? 

Mr. OuipHant: There is an exchange of briefs. 

Hon. Mr. Haypen: After filing? 

Mr. OurpHAntT: The briefs come into the tax court and copies are sent by 
the tax court to both parties, and then there can be answering briefs filed. Then 
you case stands submitted on the briefs. 

Bear in mind, this hearing we are talking about has all been before one 
member. He takes this batch of cases he has heard back to Washington with 
him. He then considers them and reaches his conclusions as to what the answer 
should be. Then they go to the presiding judge of the court to decide whether 
they should be reviewed by the whole court. Review of the decision or opinion 
of one member is within the discretion of the tax court itself. On important 
questions, not one, two or three men review it, but the whole court review 
the decision. 

The CuamrMAN: How many would that be? 

Mr. Oureuwant: Sixteen men will review the decision. 

Hon. Mr. Haypren: That is internal? 

Mr. OLIPHANT: Yes, that is internal. 

Hon. Mr. Haypen: That cannot be open to the taxpayer? 

Mr. OvreHant: There have been motions in the past asking for a review of 
a decision where there has been a one-man decision, but it is not very frequently 
done. The Commissioner never does it. 

Hon. Mr. Hucessen: There is no statutory right? 

Mr. OureHant: No, it is all an internal operation. 

Let us presume he does, and it has to be reviewed by the board. The 
whole board will look atit, and the majority of-the board may reach a conclusion 
different from the judge who heard the case. 

Hon. Mr. Campsetu: That is a review before judgment is delivered? 

Mr. OLIPHANT: Yes. / / 

Hon. Mr. Bucuanan: Is the taxpayer represented? 

Mr. OureHant: No, it is all done in the confines of the judge’s chamber. 
If the decision is reviewed by the board, then one judge representing the majority 
view will write an opinion, and then the other members can dissent or concur, 
and that opinion is printed. If the case is not reviewed by the board, and it is 
of some importance, the case is still printed. It will come out as the opinion 


of one judge. That is the opinion of the tax court if it is not reviewed. 


In other cases which decide no principles, such as cases involving questions 


of fact, valuation and items like that, the opinion will come out in the form 


of a memorandum opinion and it will be mimeographed. But in every case there 
is a published decision by the board. 
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The step after that is that, within a given time, the decision becomes 
final. Then the taxpayer has to pay the tax unless he wants to appeal to one 
of our circuit courts. If he wants to do so, he files a notice of appeal with the 
tax court, and at that point he puts up a bond for the amount of the additional 
tax which the tax court has determined to be due. 

The Cuatrman: Is that to a board of sixteen Judges? : 

Mr. OurpHANT: He can go into one of our federal circuit courts of appeal. 

Hon. Mr. Campseuu: On questions of law and of fact? 

Mr. OLIPHANT: On questions of law. 

Hon. Mr. Hucessen: Questions of fact are precluded? 

Mr. OureHant: Yes. He can appeal to one of our eleven circuit courts of 
appeal. If he loses there he can apply for a writ of certiorari to the Supreme 
Court. A good deal of our business goes to. the Supreme Court. About ten 
per cent of the business of the Supreme Court last year was tax cases. 

Hon. Mr. Hucsessen: Could you give us any indication of what propor- 
tion of the judgments of the United States Tax Court of Appeal are appealed 
to the federal courts? : 

Mr. OnipHant: What proportion? 

Hon. Mr. Hucrssren: Yes. , 

Mr. OuieHant: I think I can probably do it best this way. We are talk- 
ing now of the amount of business done. The government puts out about 
10,000 of these statutory notices a year on income tax cases; that is, these 
determinations of the deficiency. 

Hon. Mr. Hucsssen: Ten thousand? 


Mr. OurpHant: Statutory notices of the determinations of deficiency. ; 


About a thousand of those go to the tax board—from a thousand to twelve 
hundred, about 12 per cent of the determinations we make will be appealed. 
Our tax court will decide about S00 or 900 cases a year. They carry a backlog 
of from 4,000 to 5,000 cases. That is, one out of ten of our examinations go to 
the tax board. I would assume that probably one out of five go from the tax 
court to the circuit court. It may not be that high. 

Hon. Mr. Asrettine: Then from the circuit court to the Supreme Court? 

Mr. OurpHant: Yes, on a writ of certiorari. 

Hon. Mr. Ase.tine: How many? 

Mr. OureHant: A very small fraction .leave the circuit courts, because 
we pretty well accept what our circuit courts say, and it is pretty expensive 
even getting to the Supreme Court. But I would say that the appeal to the 
tax court is inexpensive. 

The CuarrMan: How many judges? 

Mr. OutpHAnt: Three judges. 

Hon. Mr. Lecrer: I am curious to know how by a writ of certiorari you 
appeal to your Supreme Court. 

Mr. OxuipHantT: That is our way of doing it. 

Hon. Mr. Lucer: You are appealing not on grounds of jurisdiction but as 
of right? 

Mr. OuipHant: On what the law is. 

Hon. Mr. Lucrr: It is.a little different here. We could not use a writ of 
certiorari here. 

Mr. OurpHant: The question of law will go to the Supreme Court. I 
should go back so you will get the full picture. This procedure of issuing a 
statutory notice of deficiency is to enable the taxpayer, if he wants to, to 
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go to the tax court without having to pay the tax. If he wants to, of course, 
he can still pay the tax and file a claim for refund and sue in one of our 
district courts, just as he always could. 

Hon. Mr. Haypven: Is that a federal court? 

Mr. OurpHant: It is a federal court. In terms of cases, our tax court is 
better than ten to one; that is, nine taxpayers out of ten will take their case 
to the tax court. | 

Hon. Mr. Hucessen: But he has the other option of paying the tax and 
suing to get a refund? 

Mr. OxipHant: In the district court. 

The CuatrmMan: Is that appealable? 

Mr. OurpHant: Yes. It is just a fork in the road. Your appeal from the 
district court lies to the circuit court, and the appeal from the tax court lies 
to the circuit court. 

The CHairMAN: And from there to the Supreme Court. 

Mr. OurpHant: Yes, from there to the Supreme Court. 

Hon. Mr. Camppetu: You say there are about 1,000 cases appealed to 
the circuit court and that there is a backlog of 5,000 cases? 

Mr. Ourpuant: They cut it down. That brings up something else. When 
we first set up the tax court, within two or three years, we were swamped. 
In 1927 or 1928 they had something like 20,000 cases pending. From 1921 
through to 1938 there were 115,000 cases filed in the tax court. Along about 
1928, 1929 and 1930 there were so many cases pending in our tax courts that 
something had to be done about it. We went to the taxpayer and tried to get a 
settlement of as many cases as we could. 

After that difficult period we had established a body of precedents in 
the tax courts, in our printed decisions. ‘The taxpayer knew he could go to 
the tax court if he wanted to and he knew he had an inexpensive route of 
appeal. With that knowledge he did not go so often. 

Hon. Mr. Haypen: The taxpayers knew what the court might, do. 

Mr. OurHaANt: That is right. They had two things in mind, the 
published precedents and the knowledge that they had the right to go to the 
court. | 

Hon. Mr, ASELTINE: That is what we are anxious to establish here. 

Hon. Mr. Hatc: That is what we want. 

Mr. OurHant: I do not know what your needs are, but this 1s our 
historical background. 

Hon. Mr. Hucrssen: It occurred to me that the figure of 10,000 appeals 
in a huge country like the United States was very modest. 

Mr. OuipHANT: It is. 

Hon. Mr. Hucessen: It was very much higher in the beginning. 

Mr. OurpHant: That is right, but there are only about a thousand appeals 
filed when we send out about ten thousand notices. 

Hon. Mr. Hucrssen: I meant to say 10,000 notices of deficiency. 

Hon. Mr. Haypen: There might be more appeals if you sent out more 
notices. 

Mr. OureHAaNtT: That is true. | 

Hon. Mr. Haypven: It proceeds on about a 10 per cent. basis. 

Mr. OuipHant: That is right. It is a question of getting the business 
done and that is the way we do it. | 
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Hon. Mr. Hatc: You attribute that result to the fact that the decisicns 
are published, and the people know they have a right to appeal. 

Hon. Mr. Haypen: They are not going to waste time on an appeal if 
if there is a precedent absolutely against them. 

Mr. OuipHant: I think that is true. 

Hon. Mr. Lampert: After 1928 and 1929 when this congestion occurred 
did you increase your facilities to deal with it? 

Mr. OLIPHANT: Yes, indeed we did. 

Mr. Strkeman: Do you give theoretical rulings as well? 

Mr. OurpHANT: The tax court does not. There has to be a cause of action 
before any of our fact-finding or judicial bodies will proceed. 


The CuairMAN: They would not proceed on a theoretical case such as. 


was discussed this morning? 

Mr. OuipHant: No, sir, we have a different procedure. A taxpayer can 
address a request for a ruling to the Commissioner of Internal Revenue. 
However, it is mainly a question of time. 

The CuairmMan: I suppose it is not binding. 

Mr. OtrpHANT: No. Let me come to that, because in a sense it is. The 
commissioner will issue a ruling, and if the taxpayer wants to make that 
binding he asks for what we call a “Closing Agreement.” That is a little 
more formal, and the ruling is signed by the commissioner. He then draws 
up a form of closing agreement with the taxpayer. 

Hon. Mr. Hucessen: Do you mean a local commissioner? 

Mr. OurpHant: No, our Commissioner of Internal Revenue at Washington. 
We are now talking of prospective transactions. 
~ Hon. Mr. Hucssspn: Your local collector has no power? 

Mr. OuipHant: No, except to make application to our revenue agents. 
Our prospective rulings are handled in Washington. A form of closing 
agreement is made up and it then goes over to the Secretary of the Treasury. 
If the closing agreement is approved by the Secretary of the Treasury, it 
closes the year. That closing agreement is issued by statute, and cannot 
be set aside, except for fraud, malfeasance or misrepresentation of a material 
me I may say that in practice once the commissioner makes a ruling he sticks 

y it. 

The CHarrMAN: Does it usually stick at Washington? 

Mr. OuipHant: These rulings on prospective transactions are made at 
Washington. As far as past transactions are concerned we have the same 
procedure; they can get rulings and closing agreements if they want to close 
their year up rapidly. 

Hon. Mr. Hucressen: And that is statutory? 

Mr. OuipHANT: Our closing agreement is statutory. 

Hon. Mr. Hucrssen: It does not go to the court ; it stays with the com- 
missioner? 

Mr. OuipHant: That is correct; it is entirely administrative. 

The CHAIRMAN: It is final then. 

Mr. OureHant: That closing agreement is final. 

Hon. Mr. Haypren: That is another way of getting away from tax courts. 

Mr. OLipHANT: We are talking about future transactions. 

Hon. Mr. Haynen: I understand that; but what happens if I want to close 
out @ year ina hurry? - 

Mr. OuipHant: When the letter goes out you can agree to it. 
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Hon. Mr. Haypen: Supposing no letter goes out, can I then go to Wash- 
ington? 2 

Mr. OurpHant: Yes, and you agree to it. I missed this point; the require- 
ment that the commissioner issue a statutory notice. It has to be done. During 
the time that that statutory notice is out—the 90 days in which the taxpayer 
has to answer or appeal, and while the case is pending—the commissioner cannot 
assess the tax. If the taxpayer wants to agree and he waives his right to go to 
the tax court, he can ask for a closing agreement. and it will be executed. That 
closes out the year. Of course that is on a past transaction. 

Hon. Mr. Hucessen: Can he get a closing agreement on ‘future transactions? 

Mr. OLIPHANT: On some issues. It depends on what the issue is, and how 
much work we have on hand. For instance, you do not have a tax on capital 
gain, ‘but we do, and of course if you own stock you may want to know whether 
it 1S a capital transaction you are dealing in. The commissioner will say 
whether or not the transaction is a capital transaction, and you as a stock- 
holder may be able to get a ruling; however, it may be that there are thousands 
of other stockholders, and we may not want to give you a ruling because we 
would have to do the same for the others. There are some other issues we will 
not give rulings on. For instance, at the present time we will not give rulings 
on new organizations which claim to be exempt from tax by reason of being 
charitable. or scientific or literary organizations. 

Mr. StrkemMANn: Have you anything equivalent to our discretionary powers? 

Mr. OuipHANT: That question is a little difficult to answer. Everything the 
commissioner decides goes into his determination of this deficiency and the tax- 
payer thas the right to contest that determination in the tax court. 

Hon. Mr. Haypen: It includes everything involved in reaching that decision? 

Mr. OLIPHANT: That is right. 

Hon. Mr. AsELTInE: Ther-is no final discretion? 

Mr. OxtipHAnt: No, sir. 

Mr. StrkEMAN: I understand you have a technical staff who are special 
members of the department who go about through the various districts and meet 
the taxpayers on disputed issues. What is their place? ; 

Mr. OurpHant: I spoke a while ago about the great volume of work that 
suddenly faced our tax courts in the late 1929 and early 1930’s, and, as I say, 
we settled a good many cases. At the same time we set up a special advisory 
eommittee. We do love to set up special groups. This special advisory com- 
mittee was not made up of lawyers, but of administrative men within the bureau, 
but with whom were associated lawyers in the bureau of Internal Revenue. 
This special advisory committee was the organization that went through the 
country and settied a lot of these cases; and out of that special advisory com: 
mittee grew the administrative machinery which is an appellate body. Going 
back to this deficiency notice, once the letter has gone out, if the taxpayer 


cannot agree with the commissionér he can take his case and file an appeal to 


the technical staff: This technical staff is an entirely administrative body. ° It 
is set up in twelve divisions all over the country. There is a division counsel 
attached to each one of the staff, a lawyer or administrator, and they will 
consider the case. 

Now, if I am not confusing you, may I go back''a little. As I said before, 
one of our revenue agents makes a report that is referred to the audit and review 
division. If the taxpayer comes in and places his case before a technical staff— 


and that is an entirely informal presentation—the technical staff then reach 


an agreement with the taxpayer, and once the agreement is reached it is final 
as far as the Commissioner of Internal Revenue is concerned. That is a 
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decentralization procedure. We have twelve offices scattered around the 
country. Cases that go to the technical staff are disposed of finally, and do not 
xo to Washington. 

Hon. Mr..Haypen: Can any case go to the technical staff? 

Mr. Oxutrenant: Any case can. I am not lbeing too lucid about it because it 
is somewhat complicated. Going back to the case in which the taxpayer could 
not agree with the revenue agent and before the deficiency notice was sent out, 
if the taxpayer wanted to at that point he could ask for the case to be reviewed 
by the technical staff; if he does not go to the technical staff then the commis- 
sioner issues his ninety-day statutory notice, then the taxpayer files his appeal 
and he can then go to the technical staff. The taxpayer has to go through those 
steps. 

Hon. Mr. Haypen: Supposing he goes to the technical staff and then gets 
into the regular channel of appeal, will the decision of the technical staff appear 
on the record and go against the taxpayer? 

Mr. OLIPHANT: No. 

Hon. Mr. Haypen: It does not form part of the record? 


Mr. OuipHant: No, it does not. The hearings before the tax court are de 
novo. 


Hon. Mr. CamMpseLu: I suppose in negotiations before the technical staff 
_ both the revenue department and the taxpayer would have to agree to the results. 

Mr. OnipHANT: That is correct. It is an attempt to reach an agreement. 

Hon. Mr. Haypen: It is purely a compromise before the technical staff. 

Mr. OurPHANnT: It is a settlement procedure. The feeling is that we are © 
going to be continually faced with a substantial number of taxpayers, and 97 
per cent of our cases are disposed of by agreement without going to the staff. 

Hon. Mr. Campse.u: Is that procedure set up by statute or is it an internal 
arrangement? 

Mr. OurepHANT: Do you mean the technical staff? 

Hon. Mr. CAMPBELL: Yes. 

Mr. OureHant: It is entirely internal but the main part of the dispute is 
handled within the department. 

Hon. Mr. Campsetu: A while ago you spoke of the difficulty of interpreting 
law. I think you put it this way what the law said and what the law should. be. 
Is there an attempt made annually to change provisions in the sections of the act 
which are not clear? 

Mr. Oxtrewant: Our tax laws are under constant study both by the depart- 
ment as a policy matter and by the Treasury Department. In the House of 
Representatives we have a Committee of Ways and Means, and in the Senate 
we have a Committee on Finance; and in addition to that there is a Joint Com- 
mittee of the Senate and the House on Taxation, and that. committee is looking 
policywise at tax legislation all the time. 

Hon. Mr. Campsetu: Do they hear representations from representative 
bodies of taxpayers as to proposed changes in the act? 

Mr. OuipHANT: That is right. 

Hon. Mr. Crerar: That is as regards the incidence of taxation, but do they 
hear representations as to administration? 

Mr. OxvreHaANnT: Procedural changes, you mean? 

Hon. Mr. Crerar: Yes. 

Mr. OxvrpHANT: Those representations can be made to our joint committee. 
As a matter of fact, there were hearings earlier in the year on the administration — 
of our section. 722, which is the same as your Board of Referees section. 
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Hon. Mr. Bucuanan: I would like to be a little clearer on the constitution of 
the Tax Court, which is composed of sixteen members. Are those members all 
lawyers, or are some of them chartered accountants? 

Mr. OvieHANT: Most of them are lawyers. When the court was first set up, 
most of the members came from the Bureau of Internal Revenue, which was 
the only place where we could get qualified men to do the job. The answer to 
your question, Senator, is that most of them are lawyers. 

Hon. Mr. Hucessen: I understand, Mr. Oliphant, that your country has gone 
farther than Canada in legislating in detail. It has been suggested to this com- 
mittee that with regard to matters such as depreciation the statute might contain 
rates, and that with regard to cerain other matters which are now left to minis- 
terial discretion the legislation should: cover specific cases. Is it a fact that in 
your country the legislation is as detailed as possible to cover specific instances? 

Mr. OureHant: No, that is not so. Our legislation—this of course 1s my 
personal opinion—our legislation is broadly designed to hit the problem but it is 
not detailed. The Congress enacts the legislation and then the commissioner, 
with the approval of the Secretary of the Treasury, is authorized to issue regula- 
tions, which have the force and effect of law. 

Hon. Mr. Hucrssen: Is the scope of those regulations largely discretionary? 

Mr. OureHAnt: No. They are generally interpretive of the law. There are 
some exceptions to that. For instance, we have a constantly recurring problem 
with respect to affiliated corporations and we have a consolidated return which 
affiliated corporations can file. The Congress practically turned the legislative 
job with regard to affiliated corporations over to our commissioner, because 1b was 
so complicated that it did not seem the Congress was equipped to do it. 

Hon. Mr. Hucessen: On the specific question of depreciation, does your 
income tax statute say affirmatively that depreciation shall be allowed as a 


. deduction from income? 


Mr. OuipHant: A reasonable amount is allowable as a deduction. 

Hon. Mr. Hucressen: Who is the judge of the reasonableness? Is that left 
to the commissioner? 

Mr. OxipHAntT: Yes. It is within his discretion. 

Hon. Mr. Haig: That question would be taken to the Court of Tax 
Appeals? 

Mr. OurpHant: If the taxpayer does not agree with the commissioner’s | 
rate or valuation he can take the matter to the Tax Court. 

_ Hon. Mr. Hucessen: The Court of Tax Appeals can review the discretion 
of your commissioner on the question of depreciation? 

Mr. OripHant: Suppose the commissioner determines that the useful life 
of a frame house is twenty-five years. The Tax Court can say it is thirty years 
or twenty years. 

Hon. Mr. Hucessen: They can review his discretion 

Mr. OLIPHANT: Yes. 

Hon. Mr. Hucressen: You were here yesterday, were you, Mr. Oliphant? 

Mr. OLIPHANT: Yes. : ie 

Hon. Mr. Hucessen: Then you probably heard the discussion on the ques- 
tion of what should properly constitute the expenses that are deductible from 
income. It was pointed out that our requirement that such expenses must be 
wholly and exclusively laid out for the purpose of earning the income stems 
from the English statute of 1806. How do you define expenses? 

Mr. OxipHANT: Expenses incurred in the conduct of the trade or business. 
That is the general definition. 
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The CHAIRMAN: Do you use the word “necessarily”? 

Mr. OurpHant: I would have to look at the book before I could answer. 

Hon. Mr. Hucessen: Is that a subject for much the same area of disputes | 
as here? 

Mr. OxvrpHant: A good many of the cases before the Tax Court involve, 
for instance, the reasonableness of compensation paid an officer by a corporation. 

Hon. Mr. Hucsssen: Is it within the commissioner’s discretion to determine 
what that compensation should be? 

Mr. OrrpHant: He makes his determination, and if the taxpayer does not 
agree he can appeal to the Tax Court. 

Hon. Mr. Hucrsspn: Suppose a corporation has paid a man $25,000 and 
the commissioner considers that to be grossly excessive, could he determine that 
the corporation should deduct only $10,000, for instance? 

Mr. OuipHaAntT: Yes. 

Hon. Mr. Hucessen: In other words, he has the same discretion as our 
eommissioner has? | 

Mr. OuiPHANT: Yes. 

Hon. Mr. Hata: Except that there is an appeal from the determination of 


the commissioner in the United States. 


ica 


Hon. Mr. McRaz: My observation is that the various rulings made in the 
United States through the years have resulted in a certain “uniformity of 
decisions, on which lawyers rely when advising their clients. It seems to me 
that you have reached quite an advanced position in that regard. Am [I 
correct? 

Mr. OrreHant: Well, up until 1942 we had something like 35,000 decided 
tax cases. Among that number of cases you can find something close to your 
own case on almost any point. We have built up a tremendous body of 
precedent. 

Hon. Mr. Aseutine: Are the decisions of the Tax Court published as law 
reports? 

Mr. OuipHANnt: The decisions that are printed are published in a bound ~ 
volume. The memorandum opinions are mimeographed. 

Hon. Mr. Asettine: They are not published? 

Mr. OrreHant: They are only published in the sense that they are mimeo- 
graphed, and anybody can get a copy on application. | 

Hon. Mr. Crerar: Do you use the same type of return for the taxpayer 
whose income is $3,000 as for the taxpayer whose income is $50,000? . 

Mr. OtrpuHant: No, sir. We have a short form of return on which. the 
collector will compute the tax, for incomes up to-$5,000. 

The CuHairMAN: Mr. Stikeman has all that information. 

Hon. Mr. Crerar: Did you always have those different forms! If not, 
why was the differentiation made? 


Mr. OLIPHANT: We did not always have them. The differentiation grew up 
as part of our withholding system, w hich came in with the current tax payment 
act of 1943. 

Hon. Mr. Crerar: Does that simplify the practice? 

__ Mr. Orrpnant: It does not simplify the dispute practice, because it is the 
higher income returns that go to dispute anyway. We have very few appeals 


' from taxpayers whose income is below $5,000. 
Hon. Mr. Hucessen: May I ask one more question, about the deficiency 


notice that goes out to the taxpayer? I gather that is accompanied by the 
revenue agent’s report, is it? | 
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Mr. OuipHant: No. The revenue agent’s report will have been furnished 
to the taxpayer when he was first given an opportunity to protest the findings 
of the revenue agent. 

Hon. Mr. Hucrssen: The revenue agents’ reports that I have seen lead me 
to believe that they are much more complete than any such information 
furnished to the taxpayer here. ‘The taxpayer in your country gets a fairly 
complete statement of what the revenue agent thinks about his case, does he 
not? 

Mr. OutrPpHANT: It shows the adjustments that the revenue agents make. 

Hon. Mr. Hucressen: And gives the reasons for them, does it not? 

Mr. OvreHant: Not in too much detail. In most cases there will have been 
conferences between the two and they will know what the issues are. 

Hon. Mr. Hucessrn: Is it a statutory requirement that the revenue agent 
shall furnish details? 

Mr. OuipHant: No. 

Hon. Mr. Hucressen: Just a matter of practice? 

Mr. OureHANT: Administrative practice. 

Hon. Mr. Hucessen: I think your practice is much better than ours. 


It gives the taxpayer a much clearer idea of what he is faced with and the 
- reasons. 


Hon. Mr. Hatc: Mr. Chairman, I have very much pleasure in moving a 
vote of thanks to Mr. Oliphant for coming here and giving us this information. 
Let me add that we very much appreciate the courtesy of his government in 
allowing him to come. 

Mr. OurpHant: It is a pleasure to be here. 

Hon. Mr. Asett1ne: We hope you will come again. 

Mr. OuipHant: I hope so too. 

Hon. Mr. Crerar: I should like to second the motion. Mr. Oliphant has 
given us a good deal of very useful information, and it will be very helpful to 
us In getting through our work. : 

The CHAtRMAN: You have heard the motion, Mr. Oliphant. It has been 
very good of you to come up here—at your own expense, I understand—and 
give us a great deal of valuable mformation. We appreciate what you have 
done and are very grateful to you. 


The motion was carried by acclamation. 


The CHairMAN: Gentlemen, before we adjourn I think we should decide 
what is to be done during the recess. 


Hon. Mr. Campseuu: I think we should appoint a committee to digest the 
evidence and then confer with Mr. Stikeman on the preparation of a draft bill. 


I move that for this purpose a committee be appointed composed of 


_ Senators Crerar, Hayden, Hugessen, Lambert, Leger, Vien and— 


Hon. Mr. Hara: Yourself. 
Hon. Mr. Lecer: I second the motion. 


The motion was agreed to. 


The committee adjourned until Tuesday, April 30, at 10.30 a.m. 
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PROCEEDINGS 


OF THE 


SPECIAL COMMITTEE 


Appointed to examine into the provisions and workings of the Income 
War Tax Act and The Excess Profits Tax Act, 1940, and to formulate 
recommendations for the improvement, clarification and simplification 
of the methods of assessment, collection of taxes thereunder and 
the provisions of the said Acts by redrafting them, if necessary, 
and to report thereon. 


No. 7 
TUESDAY, APRIL 30, 1946 


CHAIRMAN 
The Honourable W. D. Euler, P.C.: 


WITNESSES: 
Mr. A. Leslie Ham, Counsel, Joint Stock Insurers. 


Mr. George B. Elwin, Chairman, Special Committee of the Ontario 
Regional Committee of the Canadian Chamber of Commerce: 


Mr. H. C. Hayes, Chairman, Taxation Committee of the Canadian 
Chamber of Commerce. 


OTTAWA 
EDMOND CLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1946 


ORDER OF APPOINTMENT 


(Extracts from the Minutes of Proceedings of the Senate for 19th March, 1946) 


Resolved,—That a Special Committee of the Senate be appointed to 
examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, and to report thereon; 


(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; . 

(3) That the said Committee shall have authority to send for persons, 
papers and records. 

ATTEST: 


L. C. MOYER, 
Clerk of the Senate. 
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MINUTES OF PROCEEDINGS 
Tugspay, April 30, 1946. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the improve- 
ment, clarification and simplification of the methods of assessment, collection 
of taxes thereunder and the provisions of the said Acts by redrafting them, if 
necessary, met this day at 10.30 a.m. 


Present: The Honourable W. D. Euler, P.C., Chairman, The Honourable 
Senators Bench, Buchanan, Crerar, Farris, Haig, Hayden, Hugessen, 
Lambert, Léger, McRae and Robertson—12. 


In attendance: 
The Official Reporters of the Senate. 
_ Mr. H. H. Stikeman, Counsel to the Committee. 


Mr. A. Leslie Ham, Counsel for the Joint Stock Insurors, submitted a brief 
on their behalf. 


Mr. George B. Elwin, Chairman, Special Committee of the Ontario Regional 
Committee, The Canadian Chamber of Commerce, submitted a brief on behalf 


of that organization, and was questioned by counsel. 


Mr. H. ©. Hayes, Chairman, Taxation Committee, The Canadian Chamber 
of Commerce, was heard and was questioned by counsel. 


At 1 p.m., the Committee adjourned until 11 a.m., Thursday, 2nd May, 1946. 


Attest: 


R. LAROSE 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


THE SENATE, 
Tusspay, April 30, 1946. 


The Special Committee of the Senate to consider the provisions and workings 
of the Income Tax Act, etc., resumed this day at 10.30 a.m. 


Hon. Mr. Euler in the chair. 


The Cuairman: Gentlemen, this morning we have before us the Canadian 
Underwriters Association represented by Mr. Ham, the Manager, and the 
Canadian Chamber of Commerce. It is thought for certain reasons, advisable 
to hear the Canadian Underwriters Association first. 

I should first like to say to Mr. Ham, as I have said to other representatives 
of organizations, that this committee has no power to deal with matters of 
policy with respect to income tax. I think, with one or two exceptions, your 
brief deals largely with the matter of policy. Since this has been the case with 
nearly all of the associations the committee has adopted the practice of hearing 
the representations, but have issued the warning that any recommendations 
which this committee might make to the government later on cannot be based” 
upon representations. made on matters of policy. With those. preliminary 
remarks I will now call on Mr. Ham. 


Mr. A. Lestie Ham: Mr. Chairman and honourable senators, the difficulty 
we found in preparing the brief was to distinguish between matters of policy 
and others, because they were so closely interwoven. It was very difficult to 
give a true and clear picture without encroaching on matters of policy. 

For the purpose of the record may I say that I am not here in the capacity 
of representing the Canadian Underwriters Association, but am representing the 
joint stock insurers in Canada whether members of the association or not. The 
submission is filed on behalf of the joint stock companies carrying on in Canada 
the business of fire, automobile and casualty insurance on the cash plan. 

* We appreciate the magnitude and importance of this inquiry, and the fact 
that its scope is circumscribed on questions of government policy. This brief 
was prepared on behalf of 223 companies, and under the instructions of a 
committee of something over 80 companies and two subcommittees. This brief 
has been filed with all 223 companies for some three months now. 


The CuamrMAn: Does that include foreign companies? 


Mr. Ham: It includes British, Canadian and foreign companies writing 
this class of business. All of them do not write all of those classes. Some write 
just fire, some write just automobile and some write just casualty. And 
incidentally I might say that some of them do write marine insurance, which 
is dealt with in one small section of this brief, but the companies I represent 
are not the only marine underwriters, so it is only incidentally that they were 
touched upon in the brief. 

I do not think it is necessary for me to read page 1 of the brief, because 
it is merely a historical survey of our efforts to date, but this page can be placed 
on the record. 
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IN RE SPECIAL COMMITTEE OF THE SENATE APPOINTED TO 
EXAMINE INTO THE PROVISIONS AND WORKINGS OF THE 
INCOME WAR TAX ACT AND THE EXCESS PROFITS TAX 
ACT, 1940. 


SUBMISSION ON BEHALF OF JoINT Stock COMPANIES CARRYING ON IN CANADA 
THE BusINEss oF Fire, AUTOMOBILE AND CASUALTY INSURANCE, 
ON THE CasH PLAN EXCLUSIVELY 


(Except those claiming exemption from taxation on the ground that they are 
Mutuals or Co-operatives). 


This brief is submitted for the consideration of the Special Committee of 
the Senate. 

. The words “Mutual” or ‘“Mutuals’” as used throughout, means insurers who 
claim exemption under the said Acts as mutual insurers, reciprocals, co-operatives 
or Joint stock companies controlled or owned by co- -operative companies and 
associations unless the context otherwise requires the meaning “mutual” as 
distinct from reciprocals, co-operatives, or the above mentioned joint stock 
companies. 

The words ‘Royal Commission” as used throughout mean the Royal Com- 
mission on Co-operatives appointed by virtue of Order in Council P.C. 8725. 


A. History 
1. The discrimination in taxation hereinafter referred to arises out of: 


(a) the enactment of sections 4 (g), 4 (i) and 4(p) of the Income War 
Tax Act, R.S.C. 1927, cap. 97. Said sub-sections appear in Appendix 
“A” attached hereto; 

(6) the enactment of Section 2({), Excess Profits Tax Act, 1940, Statutes 
of Canada 1940, cap. 32. The said sub-section appears in Appendix CA? 
attached hereto: 

(c) and finally out of section 13(b) of the Special. War Revenue Act, 
R.S.C. 1927, cap. 179. The said sub-section appears in Appendix “A” 
attached hereto. 


2. A brief filed in October, 1941, on behalf of those Joint Stock companies 
who are members of the Canadian Underwriters’ Association, with the Right 
Honourable J. L. Isley, K.C., Minister of Finance and with the Honourable 
Colin W. G. Gibson, K.C., then Minister of National Revenue, drew the 
attention of the Goverment to the discrimination arising under these sections 
as drafted, as well as by virtue of the ministerial discretion permitted by these 
Acts. This presentation was followed up with a number of interviews with 
said Ministers and their deputies. 


3. The appointment of a Royal Commission afforded a further opportunity 
for Joint Stock insurers generally (i.e. those on behalf of whom this submission 
is made) to present additional material and argument and reference will be 
made hereafter to the findings of that Commission in view of the fact that the 
findings of the Royal Commission are directed to the elimination of the 
discrimination. 
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4. This submission made on behalf of 223 Joint Stock insurers*, is directed 


at. the “mechanics of the said Acts’ as they presently exist and at certain changes 
recommended to be made thereto by the Royal Commission. 


* See Appendix “H” attached hereto for list of said companies. 
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B. As to the Draftmanship of the Said Acts 
1. As to section 4(g), Income War Tax Agee Mate Corporations (for 
wording thereof, see Appendix “A” attached hereto). 


(a) There is no definition of the term “Mutual Corporation’ in the Statute. 
The result is that not until 1940 were the Joint Stock Mutuals assessed 
to income tax in spite of the fact that they have “capital represented by 
shares”, and patently did not come within the exemption. 

The Royal Commission during its hearings apparently could not secure 
and acceptable definition of the term “mutual insurance” or “mutual 
corporation” and in the report the Royal Commission refers to ‘the 
definition found in the Ontario Insurance Act, being R.S.O. 1937, cap. 
256, sect. 1, ss. 48, reading as follows: 

‘Mutual insurance” means a contract of insurance in which the 
consideration is not fixed or certain at the time the contract is made 
and is to be determined at the termination of the contract or at fixed 
periods during the term of the contract according to the experience of 
the insurer in respect of all similar contracts whether or not the 
maximum amount of such consideration is predetermined. 


(b 


— 


This definition in itself is open to criticism since Joint Stock Companies 
themselves write policies where “the consideration is not fixed or certain at the 
time that the contract is made and is to be determined at the termination of the 
contract according to the experience of the insurers in respect of all similar 
contracts.” And this would mean that it is conceivable for joint stock insurers 
to write mutual insurance, which contradiction no insurer, joint stock or other, 
has ever suggested as being possible. 

I interject here, as an example, the General Insurance Company of 


America, a joint stock company, which does write participating policies. It 


comes strictly within that definition of insurance. 

It is to be noted, however, that the said Ontario Insurance Act, sect. I, ss. 
11* defines “Cash Mutual corporation” and ss. 42 defines “Mutual corporation” 
both of which exclude ‘fa corporation with share capital” and the statute makes a 
further distinction between “cash plan” and “mutual plan”. This latter 
distinction is found in the Statutory Conditions. (See Statutory Condition 10* 
under section 106 of the said Act). 

It is submitted that said sub-section 43 “Mutual Insurance’’, quoted above, 
does not define mutual insurance but defines “‘a participating policy”. It is 
to be noted that life insurance companies, joint stock or mutual, write a large 
volume of contracts known as “participating policies” and these fall within the 


four corners of the above definition. No one, however, has ever suggested 
- that such a participating policy when written by a joint stock life company is 


in substance mutual insurance. 

It is suggested that the fact is that while one may distinguish between 
joint. stock insurers and mutual insurers they both may write policies, participat- 
ing or non participating, without changing either their character or the 
character of the insurance contract as written. The distinction as to Joint 
Stock or Mutual should be made between the writers of insurance, not between 
the insurance contracts themselves. 


The CuHatrmMan: Mr. Ham, you refer to Ontario insurance companies. 


- Does the same thing apply to companies with a Dominion charter? 


Mr. Ham: Yes, because the province more or less controls insurance, under 


_ property and civil rights, so Dominion licensed companies come under those 


z sections of the Ontario Act. 


*See Appendix “B” attached hereto for text of the said references. Ontario Insurance Act. 


; ‘Sect. 1, ss. 11 and ss. 42 and Statutory Condition 10 under sect. 106. 


i 
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| 2. As to section 4(z), Income War Tax Act—Farmers’ Association. (for 
wording thereof, see Appendix “A” attached hereto). 


(a) There is no definition of the word “Farmer” and it is submitted that 
the occupation of farming and other pursuits are not mutually exclusive 
so that many citizens are not only farmers but follow some other trade, 
employment or avocation. 

(b) There is no definition of the term ‘‘Association’”. The question arises: 
does the term include “a corporation”? All mutual insurers, with the 
exception of Reciprocals are corporations and since there are no known 
Reciprocal exchanges operating in Canada that insure farm properties, 
the word “Association” could not be meant to apply to them. 


The word “Association” is defined .by Webster’s New International 
Dictionary Second Edition: 
1. An associating, or state of being associated; union; confederation; 
fellowship. 
2. A union of persons in a society for some particular purpose. In the 
United States, as distinguished from a corporation, a body of persons 
organized, for the prosecution of some purpose, without a charter, but 
having the general form and mode of procedure of a corporation. 


Thus, if the term “Association” is used in contra-distinction to “corporation” 
no exemption is granted to any mutual insurer under this section. Note the use 
of the word “corporation” in section 4(g) and the words “co-operative companies 
and associations” in section 4(p). If the word “association” means corporations 
or companies, why the particular selection of these terms in these sections? 


3. As to section 4(p). Income War Tax Act—Co-operative Companies and 
Associations. (for wording thereof, see Appendix “A” attached hereto). | 


(a) There has always been considerable doubt with respect to the meaning 
of this sub-section. See excerpt in the comments of the Royal 
Commission (attached hereto as Appendix “C”), contained on pp. 39 
and 40 of the Report. Perusal of these comments show the difficulties 
noted by the Royal Commission in construing the following words: 
“like”, “co-operative”, “organized and operated on a co-operative basis”, 
“market the products’, “obligation”, ‘members’, “non-members”, 
“organized for the purpose of financing operations”. 

Such doubt has existed with respect to the purport of this section that 

eventually the Western Wheat Pools were assessed to income tax. From 

that assessment an appeal was taken to the Exchequer Court of Canada. 

The hearing of the case however was delayed due to the appointment 

of the Royal Commission. 

(c) It was admitted on behalf of the Pool Insurance Company, a Joint Stock 
insurer, that it had not paid income tax, ‘claiming exemption under sub-~ 
section 4(p): 

In due course income tax returns were filed claiming total 
exemption as a co-operative. In the month of January 1941, the — 
company was assessed for the income of the year 1939, the Depart- 
ment holding the company’s surplus to be taxable. In February 
1941, the-Company filed a Notice of Appeal against assessment. 
The next step in the appeal must be taken by the Department and 
as yet nothing has been done in connection therewith. (Brief — 
presented to the Royal Commission by Pool Insurance Limited — 
and Pool Insurance Company.—par. 6, pages 2 and 3 thereof.). 


(b 


—— 
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(d) The position as to assessment to tax of the Co-operative Fidelity & 
Guarantee Company, a Joint Stock Company, created under the laws of 
Saskatchewan, by virtue of part XI(a)—Co-operative Insurers— 
Saskatchewan Insurance Act, R.S.S. 1940, cap. 121, is most uncertain 
since this company did not appear before the Royal Commission and 
information on this point is therefore not available to us. 


4. As to section 2(f), Excess Profits Tax Act, 1940. 


While the draftsmen of the Excess Profits Tax Act created no problem of 
interpretation in this respect, they did not cure the patent defects in either 
the draftsmanship or interpretation of the Income War Tax Act; they simply 
adopted the defects as they stood, doing so by the following words: 


2f —“profits” in the case of a corporation. “profits” in the case of a 
corporation or joint stock company for any taxation period means the 
amount of net taxable income of the said corporation or joint stock company 
as determined under the provisions of the Income War Tax Act in respect 
of the same taxation period. 


The result of this enactment is that the discrimination otherwise existing 
was expanded and the competitive position of the joint stock insurer was 
worsened. 

With such uncertainty in taxing statutes, discrimination is bound to exist. 


C. Ministerial Discretion 


It is submitted that the confusion becomes more confounded when added 
to such uncertainty in the wording and the interpretation of statutes, wide 
discretionary powers are granted to the Minister to be exercised by his deputies 
and subordinates. 

The Committee has had before it a very full brief filed by the Income Tax 
Payers’ Association, a copy of which has been secured. The reasoning and 
recommendations of that body, particularly on the questions of: 


(i) Restoration of taxing powers to Parliament—(p. 5 et seq.) ; 
(ii) Administrative procedure—(p. 11 et seq.) ; 

(111) Appeal procedure—(p. 15 et seq.) ; 

(iv) Secrecy of rulings and decisions—(p. 19); 

(v) Equality in the imposition of income tax—(p. 19 et seq.) ; 


we adopt as ours and content ourselves with dealing only with what has occurred 
with respect to the sections under discussion 


1. As to Competitors and Competition. 


In a highly competitive business, and insurance is*; operating on a narrow 
anticipated underwriting profit, and insurance does**; and engaged in a business 
that is subject to great fluctuation of hazards, as insurers are***, the power 
of a minister to exempt from tax is as vicious in effect as is ministerial power to 
impose tax. The direct power of the Executive to impose taxation without 
consent of the governed was the cause of long and bloody turmoil even in as 
young a country as Canada. The effect of power in the Executive to tax is not 
necessarily more serious to the citizen than the effect of power to exempt from 
taxation. This is particularly so when the level of taxation is inordinately high 
and the field of competition particularly close.**** Neither the level of taxation 


*See Appendix “D” which shows the number of insurers exclusive of Lloyds Under- 
writers operating in the Provinces of Ontario and Quebec. 

** See Appendix “E” which shows underwriting profits of the Fire Insurance business from 
1869 to 1940. : 
~ -*** See Appendix “F” for graph showing annual loss ratio of the Fire Insurance business 

from 1870 to. 1943. 
**** See Appendix “D” for information on the extent of the competition in the Fire, 
Automobile and Casualty field. 
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nor the intenseness of competition affect the principle but only makes more 
conclusive the ultimate disastrous results for those suffering from the dis- 
crimination. Spe 

It will be appreciated that a taxpayer complaining of ministerial discretion 
favouring his competitor is handicapped in making his vioce heard since a 


mandamus does not run against the Crown. In such a plight he is faced with. 


making complaints to the Minister and/or ‘his deputies or trying to have the 
minister responsible challenged on the floor of the House. Members of this 
committee will well appreciate how futile and unsatisfying either effort is 
likely to be. 


2. Re: section 4(g), Income War Tax Act—Mutual Corporations. (For 
wording thereof see Appendix “A” attached hereto.) 


(a) Ministerial discretion or oversight left the Joint Stock Mutuals free of 

the impositions of the Act up until 1940 since these companies patently 

did not come within the exempting section as they have “capital repre- 

sented by shares’. Such companies apparently converted from mutual 

corporations to joint stock companies under division IV, sect. 27-29, 

Quebec Insurance Act. R.S. Que. 1925, cap. 243. 

Ministerial discretion certainly has left all other mutuals free of the 

impositions of the Act up to date although it has been drawn to the 

attention of the Department of National Revenue by us on numerous 

occasions that: 

(i) mutuals do have income; : 

(11) that such income must inure to the profit of the members, whether 
such income is distributed to members, put to their credit or into 
a reserve account; and 

(ii) that these facts took them outside the exemption of said section 
4(g). 


This contention that the mutuals can and do earn income has now been 
established by the findings of the Royal Commission on Co-operatives. 

We are of the opinion that mutuals can and do have income which is 
subject to tax. This income results from investments and operating gains which 
are free from the claims of policyholders. (p. 65 of the Report of the said 
Commission). 


(c) The loss to date thus suffered by the Consolidated Revenue of the 
Dominion of Canada must have been and is considerable. 

(d) From the standpoint of the joint stock companies the favourable com- 
petitive position in which the Mutuals, Reciprocals and Co-operatives 
have been placed has been most. detrimental to the interest of joint 
stock insurers who have, without complaint as to the amount of the 
taxation imposed upon them, made their contribution to the cost of the 
war, a war that was waged in the interest of all Canadian institutions 
whether founded on the joint stock or mutual basis. It is fair therefore 
to say that while the war was waged on behalf of all, the cost thereof 


(6 


——* 


has been and is being paid for not by all but by some in spite of the 


capacity of others to bear their proportionate share. 


Exemption from taxation by virtue of ministerial discretion can only add 
to the discrimination already existing by virtue of the uncertainty of the 
application of the Statutes. 
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Rr: REPORT OF THE Roya COMMISSION ON CO-OPERATIVES 
(a copy of which the Committee undoubtedly has before it.) 


D. The Committee’s attention is first directed to the finding of the Commission: 
We are of the opinion that mutuals can and do have income which is 
subject to tax. i 
To the extent that this finding is correct, and we unfeignedly believe it to be 
so, we submit that the failure to properly interpret the exemption under section 
4(g) of the Income War Tax Act has meant: 


1. great loss to the Consolidated Revenue of Canada over a long 
period of years;* 

2. an inordinately high level of taxation on all tax-payers during the 
war in order to compensate for such loss of revenue ;* 

3. that the mutual and reciprocal competitors of the Joint stock com- 
panies have been unduly favoured and that the joint stock insurers have 
been put at a distinct competitive disadvantage. 


EK. Re: First recommendation of the Royal Commission 


Next the Committee’s attention is directed to the first recommendation of 
the said Commission’s Report (p. 65) reading as follows: 


1. That the Income War Tax Act and the Excess Profits Tax Act (1940) 
be amended to provide for the taxation of mutual organizations carrying 
on the business in Canada, of fire, casualty and automobile insurance, in 
accordance with the recommendations which follow. 


Insofar as the recommendation urges amendment of the said Acts to effect 
equality of treatment, we support the recommendation but we desire leave to 
comment hereinafter on the qualifying words “in accordance with the recom- 
mendations which follow”. 


F. Re: Second and Third Recommendations of the Royal Commission 
Next the Committee’s attention is directed to the second and third recom- 


- mendations of the said Commission’s report (p. 65), reading as follows: 


2. That dividends on, or refunds of premiums to policyholders, whether 
paid in-cash or applied against renewal premiums, together with any un- 
absorbed premiums or premium deposits returned to or payable to policy- 
holders, and any other amount credited to a policyholder or subscriber in 
such a way that it is exigible by him on giving such notice as may be 
deemed reasonable, be allowed as a deduction in computing taxable income.” 

3. That joint stock companies and other insurers writing fire, automobile 
and casualty insurance, which pay dividends or make refunds of premiums to 
policy holders be allowed to deduct such dividends or refunds in computing 
taxable income. 


1. If the granting of wide discretionary powers in the hands of a minister in 
Tnatters of taxation is open to question, how much more unsound is this 
proposition that places in the hands of the citizen the ultimate discretion to 
determine whether he will or will not be a taxpayer. The citizen having 
ascertained the profit for the year, it is now suggested should be allowed full 
discretion to determine how much if any he pays to the Crown and how 
much, if not all, he returns to his customer. 


*See Submission made to this Committee by Professor J. L. McDougall, M.A., Queens 
University, on behalf of Income Tax Payers Association of Canada, as to amount of tax 
revenues lost through exemption, statutory or discretionary and the effect thereof on the 
taxpayers of Canada. 
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2. It is submitted that under any such practice the taxpayer would have an 
irresistible tendency to nurture his public relations with his customers at the 
expense of the Crown rather than to bear his reasonable share of the cost 
of administering the country. 


3. To the extent that competition in the payment of dividends for the 
securing of business curtails a natural and laudable inclination to build up 
resources as against the bad years or eatastrophic loss*, to that extent the 
suggestion of the Royal Commission is open to question as to whether in the 
last analysis it is in public interest. 


G. Re: A Portion of the Conclusions Reached by the Royal Commission 


Next the Committee’s attention is directed to the following excerpt from the 
conclusions of the Royal Commission (p. 65): 


at the same time we consider that mutuals in certain specialized fields are 
rendering a service which is not provided by other organizations notably in 
insuring farm and other unprotected rural risks. 


1. It is submitted that the above conclusion is far from being an under- 
statement. Reference is hereafter made to the report of the Superintendent of 
Insurance for the Province of Ontario for 1943 business, as only that report 
supphes figures in a way that would indicate the facts. 


2. The submission of the Farm Mutual Insurance Companies of Ontario 
to the Royal Commission in Exhibit “C” thereof discloses that those companies 
in 1943 wrote $1,723,000 with respect to which they state on the first page of 
their submission: 


Our Association consists of all farm mutual fire insurance companies 
in Ontario (65 in number) whose business is over 90 per cent rural. 


3. The said report of the Superintendent of Insurance for the Province of 
Ontario, page 260, appendix III, discloses that the net farm fire premiums 
written by companies other than the farm mutuals amounted in 1943 to 
$946,000, or approximately one-third of the total net fire premiums with 
respect to farm property in Ontario. 


4. It must be borne in mind that the Royal Commission’s reference to 
“mutuals in certain specialized fields’ undoubtedly has reference only to the 
farm-mutuals. The fact is that these mutuals are limited by their licence so 
that they serve the farmer only in the field of fire insurance and render no service 
to the farmer in the field of automobile or other classes of insurance.** 


5. There are no figures however to show exactly to what extent the insurance 
needs of the farm community are met by the several types of insurers, but 
the above figures would indicate that the findings of the Royal Commission 
on this point may be somewhat exaggerated because while the Farm Mutuals in 
Ontario service approximately two-thirds of the fire insurance market for 
farmers they provide no facilities for other insurance needs foremost amongst 
which would be automobile insurance, hail insurance on crops and other 
classes so that it is just as true to say about the competitors of the Farm 
Mutuals that they (the competitors of the Farm Mutuals) “in certain 
specialized fields are rendering a service which is not provided by other 
organizations”, i.e. by the Farm Mutuals themselves. 


*See Appendix “F” for graph showing annual loss ratio from 1870 to 1943, indicating the 
deep fluctuations in loss ratios and the effect thereon of conflagration losses such as the 
Toronto fire of 1904 and the Haileybury fire of 1922, 

**Tt is to be noted that in addition to the said 65 Fire Mutuals there are in Ontario two 
Mutual companies licensed for weather insurance whose combined premiums in this class were 
$78,255 in 1943. 
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H. Re: Fifth Recommendation of the Royal Commission 


Next the Committee’s attention is directed to the fifth recommendation of the 
Commission, (p. 65 et seq.) reading as follows: 


5. That the income of any insurer, mutual or otherwise, shall not be 
liable to taxation when in any year the net premium income in Canada is 
derived, to the extent of not less than 50 per cent thereof, from the insurance 
of farm property and other property not protected by municipal or other fire 
fighting organizations, or is derived wholly from the insurance of churches, 
schools, or other religious, educational and charitable institutions. 


Reference is again made to section 13(b) of the Special War Revenue Act, 
the wording of which is almost in the exact wording of the Commission’s recom- 
mendation. 


1. Upon reference to appendix “A’’, it is to be noted that said section 13(b) 
purports to suggest the exemption of purely mutual corporations in respect 
of any year in which the net premium income in Canada of such mutual 
corporation 1s, 

(a) to the extent of not less than 50 per cent thereof derived from the insur- 

ance of farm property; or 

(6) wholly derived from the insurance of churches, schools or other 

religious educational or charitable institutions. 


2. The Commission, however, has recommended: 


(a) that relief from taxation on this basis should be extended to insurers 
other than mutuals; and 

(b) the inclusion along with farm property of a classification which it calls 
“other property not protected by municipal or other fire fighting 
organizations”; and 

(c) that a company having so qualified itself in any year the exemption 
would continue thereafter | 


3. The suggested extension of the exemption to insurers other than mutuals 
is consistent with the Commission’s effort to avoid discrimination between 
mutual and joint stock insurers. We are in accord with this objective of 
eliminating discrimination in taxation on the mere basis of a difference in 
profession of faith as between the profit motive and the salvation of mankind 
by the co-operative movement*, particularly in the light of the finding of 
the Commission that irrespective of the profession of unselfishness and altruism 
of mutual organizations they ‘“‘can and do have income”’, 


4. We strongly disagree, however, with the principle that certain property 
merely because of its use or ownership should qualify an insurer to tax exemption. 


* “Stock Fire Insurance is an indisputable necessity to the public.” (Illinois Fire 
Insurance Commission to the Senate and House of Representatives, Senate Joint Resolution 
No. 24, dated January 4, 1911, p. 23.) 

“The Government have no intention of interfering with the transaction of insurance 
business by private enterprise save to the limited extent to which insurance at home may 
be affected by the existing proposals relating to personal social insurance and industrial 
injuries. (Sir Stafford Cripps, President of the Board of Trade, British Hansard, November 
12; 1945, p. 1827.) 

“I also welcome the statement which the right hon. and learned gentleman has made and 
which I think I may translate into my own language by saying that he has no intention of 
nationalizing the insurance companies. (Mr. Oliver Lyttelton, former President of the Board 
of Trade, British Hansard, November 12, 1945, p. 1836.) 
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5. It is submitted: 


(a) that if certain citizens or certain properties are to be favoured by the 
State they should be favoured directly by tax exemption or subsidy and 
not indirectly by an exemption of taxation to insurers since: 

(1) the cost of such consideration can then the more easily be 
ascertained ; 
(1) all falling within such classification would receive the benefit of 
relief from taxation whereas under the suggestion; 
(a) only those who are insured have a chance to benefit and 
(b) of those, only the ones who happen to insure in a company 
writing at least 50% of its business on the prefered class 
actually qualify to receive the benefit of exemption as reflected 
in the cost of their insurance, and 
(c) then only receive it at the discretion of the Board of Directors 
who may or may not decide to pay a policy dividend. 


(6) That the suggestion creates an insoluble problem in drafting because of 
the evident. difficulty in defining terms, e.g. 
(i) “Farm property”. When does a garden become a farm or a farm 
deteriorate to a garden? Is a non worked or unworkable farm still 
a farm? Does a farm help to qualify for the tax exemption, 
irrespective as to whether it is owned by the man who works it or 
by a large corporation holding it as investment or by an estate 
waiting to dispose of it or by a mortgage company which happened 
to reposse it? 


In fine, is it the property itself and the use to which it has been, is or may 
be put that is the deciding factor irrespective of who owns the property, 
the occupation or the interest of the owner. 

(11) “Other property not protected by municipal or other fire fighting 
organizations”. This is an additional qualification suggested as a 
basis for tax exemption by the Royal Commission in addition .to 
those provided under section 13 (b) of the Special War Revenue 
Act. 

Again as noted in the comments contained in paragraph “G” hereof, 
dealing with the conclusions of the Royal Commission as to the 
services rendered the farming community by the Farm Mutuals, 
it is suggested that: 


1. The Royal Commission in making this suggestion overlooked the. fact 
that it was dealing with more than fire insurance. Dominion licensed companies 
in Canada in 1943 wrote, according to the Report of the Superintendent of 
Insurance for the Dominion of Canada, the following volumes: 


UNC eee ak ek tepaal goes 3 A aetna ORG WEEE gris  = $47,153,094. (p. vil) 
SChertnan Lite and Pike. wee es ge ees .. $52,825,898. (p. xx) 


2. Surely it was not contemplated for example that Burglary, Plate Glass, 
Automobile, or Hail risks written on “farm property” or “property not so 
protected” would help to qualify an insurer for tax exemption. If there be any 
virtue in the suggestion; the test in Burglary, Plate Glass, Automobile insurance 
or Surety and Guarantee Bonds, would be police protection rather than fire 
protection and the test for Hail insurance would be the moral standard of the 
community to safeguard it from the wrath of nature. 


3. Can an automobile owned by a farmer be said to be property protected 
or “not protected by municipal or other fire fighting organizations”, since by its 
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very nature it is movable from place to place and if it does take fire it may as 
well be parked outside a fire hall in town as some place else. 


4. Under the suggestion, would the writing of e.g. Burglary, Plate Glass, 
Automobile or Hail risks on property not so “protected” help an insurer to qualify 
for tax exemption or merely increase his difficulties in obtaining the required 
percentage needed to qualify for freedom from taxation. 


5. What in fact is meant by “municipal or other fire fighting organizations” 
which may mean, we presume, anything from a “bucket brigade” to an extensive 
sprinkler and alarm system coupled with both a municipal fire department and 
a plant fire fighting organization. 

Within the limit of most municipalities there will be areas that might be said 
“to be protected by municipal or other fire fighting organizations”, but so remote 
from water supply that the protection would be most limited, i.e. municipalities 
do not of necessity extend water mains to their boundaries or lay water mains 
adequate to reasonably serve all rapidly growing areas within their limits. 

May I say, Mr. Chairman, that in our system of rating, risks are not pro- 
tected unless they are within 500 feet of a hydrant. That is what we call 
protected. 

The only complete measuring stick for the fire fighting protection of 
municipalities is that issued by the National Board of Fire Underwriters, New 
York, and known as “Standard Schedule for Grading Cities and Towns of the 
United States with Reference to their Fire Defences and Physical Conditions”. 
So exacting is this classification that those in Canada and elsewhere interested 
in such classification have not been able to use it withiut considerable modifi- 
cation. 

Insurance rating organizations have modified it insofar as was necessary 
for their purposes of rating since it must be appreciated that the extent of the 
fire waste of any community is not determined entirely by the quality of the fire 
protection provided. The closeness with which the fire loss graph follows the 
business cycle, eloquently attests to the effect that prevailing business conditions 
have on the frequency of fire. Fire departments primarily control only the spread 
of fire and can have only slight control over the origin of fire. 

Mr. Chairman and honourable senators, will you please look at the graph. 
I was able to secure a chart prepared by the Cleveland Trust Company which 
showed the periods of prosperity and depression’ from 1870 up to 1938, and 
superimposed upon that a graph showing the ratio of loss of premium. You will 
note the peak of loss ratios are invariably opposite a depression. That is, as we 
go into periods of depression, the fire loss ratio goes up. 

Hon. Mr. Crerar: Is that because people fire their property? 

Mr. Ham: That is true in some cases, but I think that when a man is 
making money out of his property he is most concerned that his housekeeping 
be the best, and he wants to be sure that he continues to make money out of 
his property. In periods of depression he tends to be careless and does not 
care much whether the property goes or not. The one exception to that is, 
if you will look at the late lamented depression from 1929 on you will see the 
loss ratio dropped very suddenly, starting about 1932, and while the depression 
was still in effect. 

This is purely an assumption on my part, but there were two factors 
entered into that situation. First, by that time the owners had very little — 
equity left in their property but it was yielding them a little; they were getting 
their three meals a day, and getting a living out of it, and they knew if they 
had a fire their creditors would get the insurance money and they would be on 
the street. 

Hon. Mr. Crerar: That is towards the end of the depression? 
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Mr. Ham: Yes, starting in 1932 it dropped very suddenly. This depression 
had been in effect so long the equity had been squeezed out of the property. 
The other factor and perhaps the more important one, was that we had from 
1919 on an inflationary period, values had gone up, so that the amount of 
insurance carried had also gone up. ‘Then in 1929 the depression came along 
and deflation set in very rapidly. 

Hon. Mr. Hayprn: Are those synonymous terms, “inflation” and “values 
going up”? 

Mr. Ham: I think they are. At least I use them as synonymous terms. 

Hon. Mr. Hata: Our Hebrew friends think they are. 


Mr. Ham: When inflation set in we had much more insurance for a period 
of time, and collected insurance premiums nearer the value. I thought those 
remarks might be of interest to you, to show that firefighting does not have 
much effect on the fluctuation of loss ratio. 

Each individual underwriter uses his own judgment as to the value of the 
fire protection provided by cities and towns and prevailing ‘business conditions 
of the community when fixing his retentions of risks and his cessions of re- 
insurance. 

The Fire Marshal of each province has his own ideas as to what is 
adequate or inadequate protection or no protection at all with respect to com- 
munities in his province. 

Finally for the purposes of statistics and for statistics only, insurers and 
the Dominion Superintendent of Insurance have agreed on certain named towns 
as being protected. This agreement while used for statistics would not satisfy 
rating organizations, fire marshals or individual underwriters and in fact would 
not meet the views generally speaking of the citizens of these or other towns, 
especially if on such an opinion, was to depend an exemption from taxation. 
With such confusion arising out of the impossibility of finding a measuring stick 
to determine the existence or to gauge the adequacy of fire protection, what can 
the meaning be of this suggestion? 


6. It is submitted that the suggestion, if adopted, would have a tendency 
to encourage municipalities to refrain from involving themselves in taxation . 
for expenditures for fire fighting equipment if to do so was to increase their 
taxation or the taxation of their insurers and therefore the cost of their 
insurance.* It is urged with great earnestness that before any such principle 
is translated into law the opinion of the Fire Marshals of the several provinces 
of Canada should be sought as to the effect that it would have upon their efforts 
to reduce the enormous fire waste in Canada. 


6. Re: Quebee—An Act to provide for the Prevention of Fire (R.S. 1925, 
cap. 180). 

It should be readily admitted that the fire waste amounting to $41,922,790. 
in Canada for 1944} has a decided effect on the cost of living and the standard 
of living in Canada. 

The above Act is admittedly designed to encourage measures that curtail 
that waste and loss to the community and to that end provides grants to 
municipalities that may interest themselves in the matter. Section 13. of the 
said Act reads as follows: 

13. It shall be lawful for the Lieutenant-Governor in Council to grant, 
out of the moneys voted annually, for that purpose, by the Legislature, 


*“Tt requires no argument to convince any one that all items of tax upon insurance 
companies become a part of the general premium charge. . . .” (Illinois Fire Insurance 
Commission to the Senate and House of Representatives, Senate Joint Resolution, No. 24, 
dated January 4, 1911). : 

+1944 Statistical Report of Fire Losses in Canada issued jointly by Association of 
Canadian Fire Marshals and the Dominion Fire Prevention Association. : 
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premiums to municipalities which efficaciously protect themselves against 

fire, to the satisfaction of the commissioner. 

Thus we see the Crown in right of the Province providing funds to encourage 
fire prevention measures on the one hand and the suggestion that the Crown 
~ in right of the Dominion by tax exemption should discourage such measures. 

We are informed by the Fire Commissioner’s Department of Quebec that 
out of 1541 municipalities, less than 500 have fire protection of any merit in 
the opinion of his Department. 

7. Re the phrase: ‘or is derived wholly from the insurance of churches, 
schools or other religious educational and charitable institutions’’. 

It is unnecessary to repeat the arguments with respect to the difficulties 
that will be encountered with the use of these words since the problem is similar 
to that dealt with when considering the term ‘farm property”. 

(a) These terms are not defined. There are many schools that are operated 
for profit; there are church properties that are rented for gain and the 
necessity of the passing of the War Charities Act indicates the difficulty 
in determining what is a charitable institution. One of the more extensive 
activities of Better Business Bureaux is the protection of the community 
from the ravages of pseudo charitable institutions. 

(6) Again who is to determine what churches, what schools, what other 
religious educational or charitable institutions an insurer is to treat as 
such for the purposes of securing freedom from taxation. 

(c) Does the term “school” include schools of the dance, drama and music? 
Does the term “religious institutions” include properties of the Witnesses 
of Jehovah, or the Theosophical Societies? And finally, to what extent 
does an organization have to pursue the objective of benevolence to 
qualify as a-chartiable institution; what, for example, relation must 
the out patient department of a heavily endowed hospital have to bear 
to the private-and semi-private accommodation im order to fall within 
the ambit of the term “charitable institution”? 

(d) The uncertainty with regard to these terms is bad enough in itself but 
when the discretion is left with the taxpayer to classify his risks to 
determine his liability to taxation this uncertainty can and undoubtedly 
will be used to defeat the just claims of the tax gatherer*. 


I. RE: CONCLUSIONS OF THE ROYAL COMMISSION AS 
CONTAINED IN THE LAST PARAGRAPH UNDER THE 
HEADING IN THE SAID REPORT. 


The Committee’s attention is directed to the said paragraph (p. 65), reading 
as follows: : 

Considering the situation as a whole, we are of the opinion that the 
income tax should not be imposed on mutuals without a review of the 
varying rates of existing premium tax under the Special War Revenue 
Act, the taxation of investment income of British and foreign insurance 
companies and the position of marine insurance companies. 


1. It is readily admitted as axiomatic that if Joint Stock Insurers and 
Mutuals receive identical treatment under the Income War Tax Act and Excess 
Profits Tax Act, they both should receive identical treatment under the Special 
War Revenue Act. 


* Note the action of Northern Alberta Dairy Pool Ltd. which by By-Law declared all 
customers to be “members” with the effect that the 20 per cent limitation on non-member 
business was defeated and exemption from taxation secured. See reply of Mr. Stanley to counsel, 
p. 934, and to the Chairman of the Royal Commission, p. 936, Vol. III, Official Reports of the 
Proceedings of the Royal Commission on Cooperatives. 
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2. As to “varying rates of existing premium tax under the Special War 
Revenue Act”. It is submitted that under the present conditions, these 
differences are justified, 

(a) in the case of the Deposit Premium Mutuals and Reciprocals because: 
for the purpose of calculating net premiums the Joint Stock Insurers 
use gross premiums less cancellations and refunds and on this figure 
pay 2 per cent premium tax, whereas the Deposit Premium Mutuals ‘and 
Reciprocals report for taxation purposes gross premium less cancel- 
lations, refunds and dividends—(see section 13f, Special War Revenue — 
Ae iiad ieee the following difference in amount: 

Net premium income of Deposit Premium Mutuals for 1943, 

according to Report of Superintendent of Insurance (..e. 

excluding dividends); 52:5 ac 0) he og oo eee eg REM, $1,112,201 

Premium income admitted (i.e. including dividends)— 

(pp. 6427-28, Vol. XXII Proceedings of Royal Commission) $2,263,337 

and when one takes the taxes actually paid by the Deposit Premium 

Mutuals for that year of $44,364 (which amount includes Special War 

Revenue tax and various local taxes and provincial license fees) it will 

be found to amount to slightly less than 2 per cent of the net premiums 

as calculated by Joint Stock insurers for Government purposes.** 

It is maintained that this artificial distinction as to what is “net pre- 

miums” for all insurers other than Deposit Premium Mutuals and Reci- 

procals and what is net premiums for them can only be justified where 
there is a comparable differentiation in the rate of premium tax since 
irrespective of the contentions to the contrary the amount received by 

the insurer in either case is the “consideration” for the contract and has 

all the other characteristics of “premium”. 

(i) See Appendix “G” attached hereto for both text book and statu- 
tory definitions of the word “premium”’. 

Gi) Every premium quoted is an estimate of the cost of carrying the 
risk; premium rates quoted by rating bureaux can be nothing 
but an estimate. It is not uncommon for underwriters to ask and 
receive premiums in excess of the rate promulgated by a bureau, 
the excess so charged does not change the nature of the ‘“‘consider- 
ation” from “premium” to something else. It is an indisputable 
fact that no insurer can even ascertain in advance the actual cost 
to it if carrying any particular risk. 

(111) Similarly, it is submitted that this practice of Deposit Premium 
Mutuals and Reciprocals of making the consideration relatively 
high does not of itself change the “consideration” to something 
other than “premium”. 

Normally insurance purchased for other than: standard periods of 
one or three years, is not purchased at pro rata of an annual or 
triennial rate, but at a cost in excess of it; e.g., the pro rata charge 
for Fire and Automobile policies for one month would be 8-4 per 
cent of the annual premium. The fact is that it is the practice to - 
charge 20 per cent (short rate table). This surcharge of nearly 150 
per cent over the pro rata rate does not change the nature of the 
“consideration” to something other than “premium”. | Ss 
It is common in certain classes of bonds, for example: contract, | 
probate, insolvency, court, public administrator; succession duty 


** See deposition of Mr. A. Hurry on this point, pp. 6457, 6458 and 6496-6505, Vol. XXIII, 
Proceedings of the Royal Commission. rae? 
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and fidelity bonds, to charge the full first annual premium irres- 


_pective of what period short of this that the bond runs, i.e. under- 


(iv) 


— 


(v 


(0) As to the other mutuals, the difference between the 3 per cent exigible 
from them and the 2 per cent exigible from Joint Stock insurers is 


writers say the premium is the same whether the bond is for one 
month or twelve months just as the Deposit Premium Mutuals 
and Reciprocals say the premium is the same whether for one 
year or more. 

“The initial premium deposit is the same for all policy terms”. 


(Factory Mutual or Deposit Premium brief, p. 10, as submitted : 


to the Royal Commission). 


The “consideration” for such a contract does not become some- 
thing other than “premium” because the premium is the same for 
one month or twelve. 

That if “consideration” is not the “premium” the application of 
statutory condition 10 (See Appendix “B” attached hereto), and 
comparable statutory condition of the other provinces produces an 
absurdity. 

If the Deposit Premium Mutuals, Reciprocals, Canadian Cash 
Mutuals, American Cash Mutuals or any other type of Mutual, 
taking a cash premium in advance is not said to be upon the 
“cash plan” or the “consideration” for the contract is said not to 
be “premium”, then statutory condition 10 requires no refund 
upen cancellation where the -policy is cancelled mid-term by the 
Insurer. 

If it is said to be on the ‘“‘cash plan” where a cash premium is taken 
in advance, sub-paragraph (b) of Statutory Condition 10 provides, 
in the event of cancellation by the insured, for the refund of “the 
excess of premium actually paid by the insured beyond the custom- 
ary short rate for the expired time”. 

If it is argued that the cash “consideration” for the contract is 
not “premium,” then statutory condition 10 does not require the 
insurer to refund any part of the ‘“‘consideration’”’. 

This is reductio ad absurdum, since: 

(1) If such mutual business is said ‘to be not on the “cash 
plan”, the insurer can cancel by fifteen days’ notice and make no 
refund whatever of unearned premium. : 

(2) If it is on the “cash plan” but the whole of the cash “con- 
sideration” is not “premium” and an insured sees fit to cancel, the 
insurer need not refund short rate of the total cash “consideration” 
but only short date of that portion of the cash “consideration” 
considered to be premium”. 

(3) If the “consideration” is not “premium,” the said statutory 
condition has no application and an insured of a mutual company 
has no statutory right to a refund upon cancellation of the policy, 
either by himself or the insurer. This fact is of more importance 
when the “consideration” is said to be 8 to 20 times “the net cost 
of insurance for one year”. (Factory Mutual or Deposit Premium 
Mutual brief, p. 8, as submitted to the Royal Commission). 


readily explainable. Prior to 1942 the Dominion Government assessed 
the premiums of all insurers 1 per cent and the various Provincial 
Governments assessed these premiums varying percentages which 


averaged approximately 2 per cent. In 1942 (effective 1941) the 
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Dominion Government took over the collection of all such premium — 


taxes consolidating them under an agreement to indemnify the 
Provinces. 

There are no complications attached to the assessment to premium tax 
on behalf of the provinces and one may put aside consideration of this 
and consider only the 1 per cent Special War Revenue tax levied by the 
Dominion for its own account prior to the Dominion Provincial Agree- 
ment. When originally imposed in 1917, and until the Act was amended 


in 1942, the Dominion’s Special War Revenue assessment of 1 per cent — 


on premiums operated as a minimum tax on profits payable whether or 
not a company was subject to income tax and whether or not it actually 
made a profit, so that a “mutual” company paid 1 per cent of its 
premiums while a stock company paid either 1 per cent of its premiums 
or income tax on its profits whichever was the greater. 

When the Special War Revenue Act was amended in 1942 this provision 
that Stock Companies could “set off” the 1 per cent tax on premiums 
against their greater liability for income and excess profits tax if any 
was withdrawn. The right of set off taken away from Joint Stock 
insurers was estimated to be approximately 1 per cent and the premium 
tax was adjusted so that while Joint Stock insurers paid 2 per cent, 
Lloyds and the Mutuals other than Deposit Premium Mutuals and 
Reciprocals paid 3 per cent, thus maintaining their relative positions 


~ under the amendment.* 


3 As to “the taxation of investment income of British and Foreign Insurance | 


It would be interesting to ascertain whether the said Pool Insurance 
Company and the said Co-operative Fidelity & Guarantee Company, 
both Joint Stock companies, assume the mantle of a Joint Stock insurer 
for the purpose of the lower premium tax under the Special War 


Revenue Act and at the same time claim exemption under the Excess _ 


Profits Tax Act and the Income War Tax Act under section A(p) of 
the latter statute. 


Companies” 


This situation might well “be reviewed” but in explanation of the present 
exemption the Committee’s attention is directed to certain facts. 


(a) 


(b) 


(c) 


(d) 


Investment income would form part of the taxable income of British and 
Foreien Companies under the laws of the state in which such companies 
have their domicile. 


There is no necessity for any such insurer to maintain investments in 


Canada on which income might be earned since investments held as 


reserves against Canadian business may and in many cases are held by — 
the fiscal agents of the Dominion Government resident outside of — 


Canada. 
Under the present system no allowance as expense is permitted such 


companies as regards head office expense such as is allowed the Canadian 
companies. 


This submission is filed on behalf of 45 Canadian Joint Stock Companies — 


who are not ob] ecting to the treatment of their competitors of British 
or Foreign origin and of course the same principle should likewise be 
applicable as between mutuals, Canadian and foreign. 


I wish to point out, sir, that that paragraph has been amended. The 


amended paragraph appears in the brief as distributed here today, but it is not~ 


in the copies of the brief that were distributed before. 


* See deposition of Mr. A. Hurry on this point, pp. 6455-6457, Vol. XXIII, Proceedings of © 


the Royal Commission. 
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The brief goes on: 


(e) The adoption of a policy of double taxation on investment income, i.e. 
by Canada and by the country of domicile would likely lead to similar 
taxation being imposed on Canadian Companies, Joint Stock or Mutual, 
operating in such foreign countries.* 


4. As to the position of Marine Insurance companies. 


As I stated earlier, Mr. Chairman, I do not represent all marine companies. 
I represent the companies writing automobile, fire and casualty business, some 
of whom write marine insurance. 

The brief goes on: 

It need only be pointed out that the marine market being an international 
-and an open one does not lend itself readily to the absorption of taxes** in any 
country since the citizen of Canada wishing to effect cover on a shipment to or 
from Canada or to or from any other place in the world, has innumerable 
premium tax free markets in which to secure the cover by letter, telephone or 
cable, e.g. London, New York, Lisbon, Rio de Janeiro or any other sizeable 
port in the world. The underwriting information is just as available to 
underwriters in the shipping centers of the world as it is to underwriters 
in Canada. 

A tax to be collected on marine business would have to be imposed on 
the insured since the insurer may be anywhere and the property to be insured 
cannot be said to be in Canada. An applicant for insurance could easily 
have his foreign agent place the cover and by this means avoid the tax. 

It seems reasonable to suggest that indirectly Canada benefits through 
the large volume of marine premiums paid in Canada from which agents 
and staffs are compensated and who as individuals contribute to the National 
Revenue. It is submitted that that condition is preferable to the drying 
up of this source of income only to benefit agents and staffs in other countries 
and the cable companies whose wires would be used to place business outside 
Canada.*** 


Re: Non Marine UNDERWRITERS AT LLOYDS 


J. RE: THE POSITION OF LLOYDS UNDERWRITERS 


Consideration of the tax position of persons “carrying on business in 
Canada” under the designation of Lloyds did not fall within the scope of order- 
in-council 8725 and therefore was not considered by the Royal Commission. 
It would appear, however, pertinent to draw the attention of the Committee 
to this situation. That the matter is imporant is evidenced by the fact that this 
group of insurers writes a relatively substantial volume of business in Canada 
as the following figures will indicate: 


Premiums 
HUOCIPTOC REST rot HAPs Cane carl OR Sex toda, Sgr Mek the $ 623,426 
Depoesit-PremimimeMutuals ia. a Cheeks te es 1,112,201 
SOC KIM Wit lotr a Wee ie toe See ce ot oae he as 1,894,804 
ISlOVA Saeed OS aes ath We Gita aR RL aE ee: AN 4,443,724 
Nel ings Fac MEN TAR ONE, 8 MN a3 algae alae ne Ae pe ae 11,736,206 
ALOTH tities GO Gate eer ee Ae GI SE ASLAG a AED 84,530,878 


3 See deposition of Mr. A. Hurry on this point, pp. 6458-6474, Vol. XXIII, Proceedings of 
the Royal Commission. 

** This problem is referred to with respect to taxation on shipping as distinct to taxation 
on marine insurance by Mr.C. Fraser Elliott, i M.G.. K.C., in his evidence before this Committee 
—Proceedings of Special Committee No. 1, 20. From a taxation standpoint, whether a ship 
enters a port is an easily ascertainable fact but whether an offer and acceptance of a premium 
for a marine contract was made would be most difficult to establish. 

*** See deposition of Mr. A. Hurry on this point, pp. 6514-6521, vol. XXIII, Proceedings of 
the Royal Commission. 
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(Figures for Lloyds from table on page xx and on page xxv of the Report of 
the Superintendent of Insurance for the Dominion of Canada for the year 1943 
and the figures for all other insurers from table on page luu of the same volume). 

The term Lloyds as used to designate insurers is not the name of an insurer 
but is a term that designates a state of affairs. Lloyds as an insurer does not 
exist, it cannot sue or be sued as an insurer. (Prudential of London et al. vs. 
Courey, 3 IL.L.R. 1936, p. 448). 

Hon. Mr. Lucer: Has not that been reversed to some extent? 

Mr. Ham: No, sir. 

Hon. Mr. Lecer: It seems to me that some action has been taken. 

Mr. Ham: Not against Lloyds as such, sir. The action is taken against the 
individual underwriters. 

Hon, Mr. Haypren: You sometimes find eighty or ninety names on a writ. 

Mr. Ham: As a matter of fact, I have a copy of a Lloyds policy here, and 
there are three pages of names on it. 

Hon. Mr. McRar: There is a provision that if it is necessary to take action, 
some one may be sued? | 

Mr. Ham: For purposes of legal suits, action is taken against Mr. Stevenson 
here. : 

The CHatrRMAN: Can the underwriters be sued severally or collectively? 

Mr. Ham: Not collectively, sir. Each Lloyds underwriter states that he 
insures for himself and not for the other underwriters. In theory, the judgment 
is against only one underwriter, but in practice it is like a test case. 

The remaining part of that paragraph dealing with Lloyds is as follows: 

As an insurer it has no legal entity, no assets, no liability. It is a collective 
noun used to describe a number of individual traders in insurance contracts in 
the same manner as the term “Winnipeg Grain Exchange” is used to describe a 
group of individual traders in grain contracts and the term “Montreal Stock 


Exchange” to describe a group of individual trades in contracts commonly known 


as stocks and bonds. : 
Each underwriter at Lloyds will have his own experience on his underwritin 
just as each grain or bond trader will have. He is actuated entirely by the profit 
motive and if suecessful he should be lable to taxation on the same basis as 
the grain or bond trader or joint stock insurer. He should not be able to offset 


his profits with losses of a fellow member of Lloyds any more than one grain or 


bond trader should be able to find immunity from taxation because a fellow 
trader has had an unfortunate year. 

It is a fact that each Lloyds underwriter on a policy specially states that he 
insures for himself and not for the other Lloyds underwriters. In dealing with 


a claim of an insured, the underwriter at Lloyds does avail himself of this self- _ 


imposed restriction of liability. In dealing with a claim of a taxing officer for taxes 
on the profits, he avails himself of a set off for the losses made by some other 
individual underwriter. What is the nature of an arrangement between those who 
pursue their competitive way not only with outsiders such as the Joint Stock 
companies, the Mutuals and Reciprocals, but also with each other that entitles 
a member of Lloyds as a taxpayer to set off against his profits the losses of a 
fellow competitor. ~ 


It is submitted that the relationship between competing insurers at Lloyds is — 


little different from the relationship existing between members of so-called 


Insurance Associations of Joint Stock insurers or between Mutual members of — 


+. z 


the Association of Farmer Mutual Insurance Companies of Ontario. So little 


different is the relationship that it is impossible to appreciate any reason for a- 


difference in treatment. 
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It is unquestionable that the rapid growth in the sale of Lloyds contracts in 
spite of evident disadvantages of a Lloyds contract is in a substantial part due 
to the favourable treatment they have received from the standpoint of taxation 
and premium reserve requirements. 

Mere difficulty in the ascertaining of the amount of profit or income is for 
the ordinary taxpayer no excuse for non payment of taxes, and it, it is submitted, 
is not a valid excuse when taxpaying citizens are thereby prejudiced. 


CONCLUSIONS 


1. Insurance is one of the foundations of the commercial and financial 
structure of the community* and because of its necessity in the economic 
organism any taxation on insurance operations, payable as it must be out of 
premiums charged** is a levy on the cost of living of the community, which 
statement is not submitted as an argument against any taxation of insurers but 
only that the fact should be borne in mind in determining the level at which 
insurance operations should be taxed. 


2. Fire like other economic waste is a loss to the community, whether or not 
loss is covered by insurance. It is paid for in any event by the community 
at large by an increase in the cost of living or by a reduction in the standard 
of living. 

3. Insureds and the community make the premium rates of insurance by 
their loss experience. Underwriters by ascertaining the losses and comparing the 
premium merely reflect the change in loss experience by an appropriate change 
in rate.* 


4, The average fire rate per $100. in the last forty years has declined from 


$1.60 in 1905 to 65c. in 1943 indicating two things: physical improvement in 
risks and fire protection arising out of inspection services of insurers}, and con- 


- sideration in premium rate for such improvement and secondly the competition 


which assures a reflection of improved conditions in the cost of insurance. 


5. There is intense competition in the insurance business that assures a 
reasonable price, there being apart from Lloyds Underwriters 606 insurers in the 
Province of Quebec and 348 in the Province of Ontario. (See Appendix “D” 
attached hereto). 


6. All insurance is in a sense mutual, i.e. “paying the losses of the few out 
of the premiums of the many”, thus spreading the burden rather than allowing 
the loss to lie where it falls. 


7. There is no ground for distinguishing by way of tax exemption between 
risks on account of their nature, their ownership or the purpose to which they 
may be put. It is submitted that it is an erroneous principle that is found in 
that section 13 (b) of the Special War Revenue Act and that is suggested by 


recommendation 5 of the Royal Commission. Whether the object damaged or 


*“The business of fire insurance is of such commercial importance that it ranks with 
banking, railway, express and telegraph service, and public interests demand that any legislation 
proposed should preserve tthe institution and increase its usefulness rather than impair its 
capacity for efficient public service.” (Illinois Fire Insurance Commission to the Senate and 
House of Representatives—Senate Joint Resolution No. 24—dated January 4, 1911). 

**“Tt requires no argument to convince any one that all items of tax upon insurance 
companies become a part of the general premium charge. . . .” (Illinois Fire Insurance 
Commission to the Senate and House of Representatives—Senate Joint Resolution No, 24— 


dated January 4, 1911). 


ec-The inspection of properties and schedule rating, by which defects are brought to the 
attention of property owners, tends, in the long run, to effect a considerable betterment. of 
the physical conditions which are largely responsible for the extent of our losses by fire. 
_ Or. Justice Maston, Ontario Insurance Commission 1916-1918, diated January 18, 1919.) 
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destroyed is a farm, a school, a religious or charitable institution or an industrial 
plant employing thousands, or the Parliament Buildings themselves, the loss 
falls in the first instance on the buyers of insurance if the risk is insured, and 
in the last instance, and in any event, on the whole community. 
8. Recognizing: 
(a) the rule of interpretation of statutes that the courts construe taxing 
statutes against the Crown, 
(b) the faulty principles of exemptions attempted by these statutes under 
discussion, and 
(c) the difficulty of the draftsmen to express clearly such principles, 
it can be readily understood why there is found between the citizen and the 
protection of the courts wide ministerial discretion, and appeal therefrom to 
the person exercising that discretion and the heavy costs of litigation in the 
Exchequer Court of Canada. 


9. Taxation statutes should be 


(a) clear and definitive (which is not now the caset nor would it be possible 
under recommendation 5 of the Royal Commission) ; 

(b) free as possible from uncertainty due to ministerial dicretion] which 
is not now the case under the said Acts; and 

(c) certainly free from discretion of the taxpayer himself as to whether 
he will pay taxes at all and if he does just how much that will be* 
(which would be the case under recommendations 2 and 3 of the 
Royal Commission). 


To quote the words of the Honourable Senator who moved the resolution 
that brought this Committee into being: ‘No taxing statute should be left 
in that indefinite form”’. 


10. And finally and most unequivocably, it is submitted that public interest 
is best served when a taxing statute is so worded as to eliminate discrimination 
between competitors whether they be the state, a person, a firm or a corporation 
and irrespective of the nature of the ownership of the corporation, or whether 
its objective is alleged to be the salvation or the ruin of humanity. 


All of which is respectfully submitted on behalf of the aforementioned Joint 
Stock Companies, the names of which are attached hereto as Appendix “H”. 


A. LESLIE HAM, 
Counsel for said Joint Stock Insurers. 


Montreal, 31st January 1946. 


+“No one can more than guess at how many millions of dollars of fire damage would 
have resulted if we had not had the wholehearted co-operation of the underwriters’ associa- 
tions.’ (Hon C. D. Howe, Minister of Munitions and Supply, as quoted in the Montreal 
Daily Star of November 19, 1945.) 

a . a statute which today is quite incapable of interpretation by any lawyer or 
accountant, or by any other professional man who may be called upon to advise in regard to 
its application. In many particulars it is simply unintelligible.” (Senator G. P. Campbell, 
Debates of the Senate, Vol. LXXXIV, p. 77.) 

{ “The Government should not sponsor legislation which will vest in an individual or any 
group of individuals power to tax the subject and take away his property. This power should 
be vested in and should be exercised by Parliament alone.” (Senator G. P. Campbell, Debates 
of the Senate, Vol. LX XXIV, p. 77.) ; 

Oe there’ is nothing ri theimayire. Ole tOVDeR as. ee, tere Ong ere gerie es to say that when an 
income has been actually earned and received by any person or corporation, Her Majesty’s 
right to be paid a tax on it, in the least degree depends upon what they are to do with it after- 
wards, except in certain excepted cases such as charitable trusts and some others. (Mersey 
Dock Harbour Board vs. Lucas, 8 A.C., p. 8911.) 
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The CratrmMan: Thank you, Mr. Ham. We usually have Mr. Stikeman 
lead the questioning. Mr. Stikeman, have you any questions to ask? 

Mr. StrxemMan: There is some doubt in my mind, Mr. Chairman, whether 
the subject-matter of this brief comes properly within the terms of our reference, 
and before I make any comment on it I think some consideration should be 
given to this point. 

The CHatrMAN: I have already pointed that out to the witness, but I thought 
that possibly there might be some things in the brief that come within our 
purview. If so, perhaps you would like to ask him some questions. 

Mr. SrikemMANn: There are a few points on which I thought I could question 
Mr. Ham. 

Hon. Mr. Hayven: I do not want to take any part in this discussion, Mr. 
Chairman, for reasons which may be more or less well known to some of those 
present here. But large portions of this submission purport to analyse recom- 
mendations of the Royal Commission and to point out that that Royal Commis- 
sion was in error in reaching certain conclusions. I am wondering whether it 
is any part of our duty—in my own mind I am clear that it is not—to act as 
a sort of referee or court of appeal from the recommendations of the Royal 
Commission, because those recommendations relate to questions of policy which 
are before the Government at the present time. Then there is the difficulty I 
see that all these questions were thrashed out before that Royal Commission, 
where all the interested parties that have been referred to in this submission 
were present and took their respective parts. Now, are we, starting with this 
brief, going to accept a series of briefs from all the other interested parties on 
questions of policy, which obviously are outside the scope of this Commission? 
It seems to me that that is what we are opening the door to. 


The Cuarrman: No, Senator Hayden. Perhaps you misunderstood what 
I said to Mr. Stikeman. My thought was not that he should question the 
witness on matters of policy or the recommendations of the Royal Commission; 
but rather that if there is anything in the brief which comes within our Juris- 
diction on which Mr. Stikeman desires to ask any questions, he might proceed. 
Are there any such questions? | 

Hon. Mr. Haypen: Might I point this out? I am afraid we shall get 
ourselves in this position. Having heard this brief, which very clearly deals 
with questions of policy, from one group, in fairness to the other groups who 
appeared before the Royal Commission, should they wish to make answers to 
this Commission they should be entitled to do so. Our official record has a 
certain circulation which may make it necessary for us to allow the other groups 
to file briefs on matters which obviously are outside the scope of our reference. 


The CHairMAN: I imagine about the only companies that might wish to 
make representations in reply to what Mr. Ham has given us are the mutual 
companies, such as the Mutual Fire Insurance Companies. They have had 
notice of this brief for some time, and I am informed that they do not 
desire to make any representations. Can you say anything as to that, Mr. 
Stikeman? 

Mr. Stixeman: Not yet, Mr. Chairman. 

The CHAIRMAN: That does not alter what I have said. If there is anything 
in the brief which Mr. Ham has presented which has nothing to do with policy 
or with the proceedings or recommendations of the Royal Commission, I think 
Mr. Stikeman might very well proceed with questions. If he has no such 
questions to ask that closes the matter so far as I am concerned. 

Hon. Mr. Crerar: I should like to make this observation. I think the 
_ brief represents a great deal of study on matters which are quite beyond the 
powers of this committee to deal with. Our powers should be kept clearly in 
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mind; they are related to the administrative methods and defects in those 


administrative methods, and the correcting of injustices, if there are any, in 


such administrative methods. The brief, admirable as it is, relates wholly to 


other matters. Indirectly here and there there are references, for instance, 


to the exercise of discretionary powers and that sort of thing, which might 
conceivably be within our ambit, but those references are very limited. I 
agree with Senator Hayden that we do not wish to get ourselves into the 
position of being a court considering and dealing with matters which are 
purely matters of policy. 

The CuatrMan: I agree with you. ; 

Hon. Mr. Lameertr: I should like to point out that this whole question 
was taken into account when the proposal was before us to hear the brief of 
the Montreal Stock Exchange. At that time it was definitely decided that 
those who wanted to be heard should be informed that we had no authority to 
deal with representations as to matters outside the terms of our reference, but 
if they desired they could attend and present their briefs. I do not think there 


is much use discussing the possibility of our receiving further briefs at this fi 


stage. We are not establishing a precedent. 


The CHarrMANn: We are dealing with this just as we did with other briefs. 


Hon. Mr. Lampert: At that time I pointed out what is now being pointed 
out and it was decided to take a chance. 

Hon. Mr. Haypen: I do not think we are establishing a precedent. I say 
we may be leaving ourselves open to receive briefs which are beyond the scope 
of our functions. ; 


Mr. Ham: Mr. Chairman, might I be permitted to make this observation? 


I believe our. problem arises out of the wording of 4 (g) 


The following incomes shall not be liable to taxation hereunder; 

(G) Mutual corporations—The income of mutual corporations not having 
a capital represented by shares, no part of the income of which inures 
to the profit of any member thereof, and of life insurance companies— 


Our view is that mutual insurance companies do make income. If they make ~ 


income it does inure to the profit of their members, but for years mutuals have 
not paid any tax. Therefore they must have escaped taxation by virtue of the 
exercise of discretion, or through an oversight. ; 


Hon. Mr. Crerar: Your case may be perfectly good, Mr. Ham; I do not 
dispute that; but under our reference we have no power to deal with the 
point. es 

Hon. Mr. Haypen: You do say, though, that in your opinion the exercise 


of discretion should not as a general principle carry with it a right of taxation? — ; 


Mr. Ham: Either a right to exempt or to impose. 

Hon. Mr. Haypen: That is, there should be a statutory liability under- 
lying any exercise of discretion: is that right? 

Mr. Ham: That is my view. 

Hon. Mr. Haypen: And that statutory liability should be clear? 

Mr. Ham: Yes. 


Hon. Mr. Haypen: We have had quite a number of briefs here that say 
the same thing. 


The CHAIRMAN: Have you any further questions, Mr. Stikeman? 
Mr. StrkeMAN: No, Mr. Chairman. : 


The CHARMAN: Does any other member of the committee desire to 
question Mr. Ham? Thank you very much, Mr. Ham, for coming here and 


presenting us with this brief. 
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Mr. Ham: May I express to you my client’s appreciation for the courtesy 
extended to me. 

The CHAIRMAN: Gentlemen, we have with us the Canadian Chamber of 
Commerce, represented by the Chairman, Mr. Elwyn. Mr. Elwyn, if you are 
ready, you may proceed. 

Mr. Grorce B. Euwyn: Mr. Chairman and honourable senators, perhaps 
I should first of all explain the nature of the Canadian Chamber of Commerce. 
It is, as you perhaps are aware, an association of upwards to some 200 Boards 
of Trade and Chambers of Commerce and other business associations across the 
country, including upwards of 800 individual members who are firms and asso- 


| ciations of one sort and another. 


Hon: Mr. Haypen: What is the purpose of your organization? 

Mr. Exuwyn: Simply to centralize in the field of national interests the 
activities of these chambers and boards, and to give voice to the ideas of business 
in the dominion field. The Chambers of Commerce and Boards of Trade 
throughout the country have provincial associations, and there is the Canadian 
Chamber of Commerce, of which we are the representatives, and its function 
is to co-ordinate and co-relate the activities of all these members of boards of 
trade and business associations of various sorts right across the country, and 
to give voice to their ideas and thoughts. : 

Hon. Mr. Haypen: Is that a broader grouping than is represented by 


the Canadian Manufacturers Association? 


Mr. Etwyn: It is a somewhat similar grouping, except the M.F.A. consists 
of Canadian manufacturers, and the Canadian Chamber of Commerce embraces 
all businesses and professions. 

The brief in question, gentlemen, was prepared by the Taxation Committee 
of the Canadian Chamber, and who are present to-day. It was submitted first 
in the form of a questionnaire, and subsequently in its draft form to all members 
across the country, and was concurred in by the majority, and by a limited 
number in writing by reason of the shortness of time. The brief represents 
views which have been expressed by our subordinate organizations and our 


~ associations on many previous occasions. With your permission, Mr. Chairman, 


I will now read the brief. 


To the CuarrMAN and Members, 
The Special Committee of the Senate 
on the Provisions and Workings of the 
Income War Tax Act and The 
Excess Profits Tax Act, 1940. 


I. INTRODUCTION 


The need for a complete revision of the tax structure of Canada designed 
to distribute equitably among all classes of taxpayers the heavy burden of 
present-day taxation is one which The Canadian Chamber of Commerce has 
emphasized on many occasions. Hence the Chamber welcomes the setting up 
of the Special Committee of the Senate which, according to its terms of reference, 
has been “appointed to examine into the provisions and workings of the Income 
War Tax Act and The Excess Profits Tax Act, 1940, and to formulate recom- 
mendations for the improvement, clarification and simplification of the methods 
of assessment and collection of taxes thereunder and to report thereon’. 

In its annual Policy Statements for the past 15 years the Chamber has 


urged the elimination of duplicatory taxation and the simplification of the 
Canadian tax structure. In addition, the Chamber made a submission to the 


Royal Commission on Dominion-Provincial Relations in 1938 urging that: _ 


“The Chamber believes that Canadian business enterprise is unnecessarily 
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hampered by such factors as (a) a want of tax uniformity and co-ordination, 
(b) discriminatory taxes and (c) tax regulations generally”. The Brief con- 
tinued: “To avoid this duplicating taxation and to eliminate the need for 
corporations to file a multiplicity of returns based on varying calculations, 
the Chamber recommends that the power of imposing a corporation tax on 
profits should be vested solely in the Dominion, notwithstanding any division of 
revenue from this tax may be made among the provinces.” 

In 1943, the Chamber gave further emphasis to this policy in the presenta- 
tion of a “Program for Reconstruction” to the Special Committee of the Senate 
on Economic Re-Establishment and the Special Committee of the House of 
Commons on Reconstruction. 

In 1945, the Chamber submitted recommendations to the Royal Commission 
on Taxation of Co-operatives, and the Royal Commission on Taxation of 
Annuities and Family Corporations, regarding a more equitable application of 
taxation to the forms of enterprise under study by these Commissions. 

The present submission to this Special Committee of the Senate does not 
represent an inclusive statement of all the problems which arise from the 
application of the Income War Tax Act and The Excess Profits Tax Act, 1940, 
but is intended to draw attention to certain fundamental features of our tax 
legislation which are, in our opinion, in urgent need of amendment. 


II. Neep ror EQuITABLE TAXATION OF ALL FoRMS OF ENTERPRISE 


The basis of the Chamber’s approach to the problem of taxation, as expressed 
in the above representations and elsewhere, is that fair and equitable taxation 
for all forms of business enterprise regardless of the nature of the ownership, 
and based on ability to pay, is essential to a sound economy. ‘The present 
system of tax exemptions for various forms of public and co-operative enterprise 
penalizes all tax-paying business to the advantage of tax-free competitors. 
The high wartime taxation rates have greatly aggravated the situation and 
constitute discrimination against private enterprise in favour of public enterprise. 

It is therefore recommended that, 


(a) the Income War Tax Act be amended to provide for uniform taxation 
of all forms of business enterprise; 


(b) the Income War Tax Act be amended to provide for an integration of 
the individual personal income tax and the corporation tax in order 
to. eliminate double taxation of corporate earnings; 

(c) The Excess Profits Tax Act, 1940, be abolished. 


The Chamber noted with satisfaction the recognition by the Minister of 
Finance in his Budget Speech in October 1945 that a thorough overhaul of the 
income tax structure was needed. It is hoped that this will be undertaken 
soon, and that an early and satisfactory conclusion will be reached in the negotia- 
tions which are underway between the Dominion and the Provinces looking 
rs a solution of constitutional and other difficulties in the levying of taxes 
in Canada. 


III. RepuctTion In DISCRETIONARY POWERS OF MINISTER 


Consideration of the provisions of the Income War Tax Act and of The 
Excess Profits Tax Act, 1940, should recognize the fact that both Acts were 
drafted under wartime circumstances, and were designed primarily to raise - 
quickly huge sums of money to meet abnormal demands on the national 
treasury. In addition, the imposition of The Excess Profits Tax Act, during 
the second World War, and the making of important amendments to the Income 
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War Tax Act, were dictated by the very proper desire of Government to limit 
corporate profits arising out of wartime operations, to forestall inflation and to 
control purchasing power. It is submitted that tax legislation drafted in such 
circumstances -and with such objectives is inevitably unsuited to peacetime 
needs. It does not. encourage the growth of private business, and it retards 
rather than stimulates employment. 

Indeed, we find in the Acts under review a delegation of powers from 
Parliament to the Minister of National Revenue which is akin to the delegation 
of emergency powers to wartime governments. Not only. is the Minister 
given power to make regulations, but, in addition, many sections of the Acts 
give him a broad power to exercise discretion in making tax assessments. In 
some sections there is an obvious intention to preclude appeals from the 
Minister’s decision, this intention being expressed in phrases which refer to the 
Minister’s decision as ‘final and conclusive”. We submit that no Minister of the 
Crown should, in fairness to himself and in equity, be asked to exercise such 
wide discretionary power without a right of appeal to the judiciary or some 
special body created for the purpose of assuming it, and that tax legislation 
should be so drafted as to minimize the necessity for the delegation of discretion- 
ary power and with greater regard for the fundamental principles of democratic 
government. 

Moreover, the reference to these powers in so many sections of the taxation 
Acts has resulted in many of the decisions of the Exchequer Court being made 
not with regard to matters of principle or fact in the interpretation of income 
tax legislation, but simply with regard to whether the Minister has properly 


- exercised his discretionary powers. It is believed that such decisions contribute 


little to the building up of a body of imcome tax law which might be made 
available for the guidance of the taxpayer, a matter which is discussed more 
fully in Part V, of this Brief. 

It is recommended, therefore, that the discretionary powers of the Minister 
be reduced to a minimum. Where such power remains, we believe that it should 
be subject to appeal to the Exchequer Court or to an independent board as 
described in Part IV of this submission. 

It is also recommended that the tax Acts be amended to provide for a 
greater certainty of taxation, that is, that an individual should be able to 
determine, under all but the most extraordinary circumstances, how much tax 
he will be liable for. In particular, Section 6 (1) (a) of the Income War Tax 
Act, which disallows as a deduction from income for tax purposes any disburse- 
ment not expended for the purpose of earning the income, may be used imequit- 
ably to cover items not mentioned elsewhere in the Act. Sections 6 (2) and 
32 (A) also leave the taxpayer with no certainty as to the nature of expense 
or transactions which may properly be set against income in calculating tax 
liability. 


IV. Boarp or REVIEW FOR APPEALS 


In view of the high rates of present-day taxation and the increasing extent 
to which the discretionary powers of the Minister of National Revenue are 
being exercised, we believe that the machinery for appeals from the Minister’s 
decisions, under the Income War Tax Act and The Excess Profits Tax Act, is 


entirely inadequate. This is especially true today since some two million tax- 


payers in the lower income groups have been added to the rolls and are subject 
to the formidable provision, 61 (1), of the Income War Tax Act requiring the 
posting of a sum of $400 as security, apart from other expenses, for any appeal 
to the Exchequer Court from a decision of the Minister. The potential extent 
to which appeals by individuals might be made may be judged from the figures 
already given to the Senate Committee by the Deputy Minister of National 
Revenue (p. 67 of the Proceedings) showing that some $23,000,000 was assessed 
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on individual taxpayers in the fiscal year ending March, 1945 over and above 
the amounts which the taxpayer had declared. Corporations-were assessed an 
additional $15,000,000 over their declarations, making a total of $38,000,000 
raised in extra assessments. It is reasonable to suppose that many individuals 
and businesses contributing to this huge sum would have liked to have had easier 
access to an impartial body to review their assessments than was provided under 
the Income War Tax Act. 

To remedy this situation, we wish to repeat a recommendation, already 
made in a submission to the Minister of Finance in February, 1944 on behalf 
of the National Board of Directors, that a Board of Review be established to 
which appeals from assessments might be referred. ° 

Our recommendation is that, 


(a) a Board of Review be established with power to review the exercise 
of the Minister’s discretionary powers; 

(b) the Board should hold hearings during the year in various parts of 
the country, at which taxpayers could appear either in person or by 
representative; 

(c) the decisions of the Board should be made public so that a body of 
evidence and decisions could be built up, a compilation which would 
be of great assistance both to taxpayers and the Department of National 
Revenue; 

(d) the Board should be empowered to assist the Minister in administering 
the Income War Tax Act and other tax Acts under the Minister’s 
authority by considering any matters referred to it by the Minister 
for opinion or decision prior to the making of an assessment; 

(e) the members of the Board should serve on a full-time basis, should be 
highly qualified for the work involved iand be fully representative of 
business and the. professions. 


V. CoNSOLIDATION OF INCOME TAX RULINGS 


The efficient administration of income tax law in Canada is seriously 
affected by the lack of any official collection or consolidation of the rulings of 
the Minister of National Revenue and his numerous officials, or of the evidence 
or reasons upon which such rulings have been based, to which business men, 
accountants or lawyers, can refer in order to advise or decide matters of income 
tax assessment and collection. In England a body of income tax law has been 
built up which forms a basis for making uniform rulings on income tax questions 
and for making decisions in the light of established and readily ascertainable 
principles. | 

An important factor contributing to the lack of uniformity in Canadian 
income tax rulings and their dispersion through many Departmental offices in 
the country is that, in practice, ministerial discretion is actually exercised in 
the principal cases by the Deputy Minister and his officers in Ottawa, and in 
most cases by junior officials in income tax offices throughout the country. 
Except for general Departmental directives, the local officers in towns and cities 
appear to determine tax assessments to the best of their ability and without 
reference to any standard code or guide of income tax law or principles. Such 
procedure, and the knowledge by many taxpayers of inconsistencies andi inequities 
in the application of the taxation Acts, only leads to confusion and indifferent 
co-operation by citizens with the administrators of the law. : 

It is recommended, therefore, that the official rulings and decisions relating 
to the application of Canadian income tax legislation be consolidated in a form 
which will be available to all interested persons. 
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If such a consolidation of income tax rulings is made and a Board of 
Review for Appeals is set up, we recommend that more authority be placed in 
the hands of local income tax officers to decide cases on the spot without apply- 
ing to the National Revenue Department in Ottawa for rulings and thereby 
incurring considerable delays. We wish to commend, therefore, the trend which 
is already apparent toward a decentralization of administration in the 
Department. 


VI. AppITIONAL RECOMMENDATIONS 


In addition to the foregoing, we wish to recommend the following matters 
to the attention of the Special Committee of the Senate in their study of the 
Income War Tax Act and The Excess Profits Tax Act, 1940: 

It is recommended that, 


Refund of Over-payments 


(a) prompt refund of involuntary over-payments on tax assessments be 
made and, in view of the high rate of interest. applied by the Government on 
under-payments, it is believed to be equitable that the taxpayer should receive 
interest on sums which he is owed by the Government; 


Inmitation on Period for Assessments by the Department 


(6) the taxpayer be protected from retroactive tax collection and the right 
of the Department of National Revenue to assess or re-assess a tax- 
payer, except in cases of fraud, should be limited to a reasonable 
period of time after the due date of the assessment or the date on which 
the return was filed, and that interest charged on re-assessments should 
be allowed as a business expense for tax purposes; 

Hon. Mr. Haypen: Two years has been suggested in another brief as a 

reasonable period. Do you agree with that? 

Mr. Euwyn: That is a reasonable period, in our opinion. 

Hon. Mr. Haypen: Two years from the time a man files his return? 

| Mr. Etwyn: Yes. Perhaps temporarily it might be extended to three years, 
to give the department an opportunity to catch up with the backlog, but two 
years would be our conception of a reasonable period. ; 

Then the brief goes on: : 


Retention of Pay-as-You-Earn Principle 


(c) the principle of tax deduction at the source on wages and salaries be 
retained as contributing to efficiency, and, with present high tax rates, 
avoiding embarrassment to many taxpayers who have to find large 
sums of money to pay taxes at one particular time; 


~ Elimination of “Standard Profits” 

(d) the concept in tax legislation, present or future, of “standard profits” 
as a basis for the assessment of corporate taxes be eliminated; 
Hon. Mr. Haypen: Of course, they would go with the disappearance of the 

excess profits tax. 
Mr. Exwyn: Yes, exactly. 
The final recommendation in our brief is: 
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Income Tax Department Personnel 


(e) in view of the commendable remarks of the Deputy Minister of National 


Revenue before the Special Committee regarding the need for trained 


and efficient, personnel in the Department, and in view of the importance — 


in the national interest of securing and retaining such personnel, the | 


latter be given adequate remuneration comparable to that paid by order 
employers. 

The brief is respectfully submitted. 

The CuarrMAN: Mr. Stikeman, have you any questions? 

Mr. Srrxeman: Mr. Chairman, there are one or two things that I would 


like to ask the witness. On page 7 of the brief it is recommended that “the — 


Income War Tax Act be amended to provide for uniform taxation of all forms 
of business enterprise.’ Do you intend that to mean that partnerships and pro- 
prietorships should be taxed by the same methods as corporations, for example, 
Mr. Elwyn? 

Mr. Etwyn: Primarily I think the feeling of our committee was that in 
the field or corporation taxes—we were dealing exclusively with that field—it 
was inequitable to have different types of tax approach to different types of 
organizations; for example, co-operatives as against privately owned businesses, 
and privately owned businesses as against publicly owned businesses. In Win- 
nipeg there is an instance of that distinction made between the taxing of a 
privately owned enterprise and the taxing of a publicly owned enterprise. 
Perhaps Mr. Hayes would elaborate upon that. 

Mr. Hayes: Perhaps what the Chamber had in mind was that the methods 
might not be uniform but the resulting taxation should be. 

Mr. Srrxeman: You do not believe that the present method of taxing 
corporations and partnerships results in a relatively equal amount of tax being 
taken today? 

Mr. Hayes: Not in all cases. | 

Mr. Srrxeman: The second’ recommendation on page 7 of the brief is 
perhaps a corollary of the one I have already mentioned. The second recom- 
mendation is that “the Income War Tax Act be amended to provide for an 


integration of the individual personal income tax and the corporation tax in order 


to eliminate double taxation of corporate earnings.” Have you any suggestions 


as to how that might be effected? , 
Mr. Eiwyn: Our disposition is to feel that something parallel in principle 
to the British system of deducting a reasonable rate of corporation tax and 


allowing that as a deduction against the personal income tax of the shareholder 


is the equitable way of taking care of the situation. 


Mr. Srrxeman: Whether or not a corporation dividend is declared and ~ 


distributed, or only declared? 
Mr. Eiwyn: It has to be declared and distributed. 


Mr. Strxeman: So there would be no credit built up unless the corporate 


surplus were distributed? 
Mr. Etwyn: Definitely not. , 


\ 


Mr. Srrxeman: The last paragraph on page 7 of the brief says: “Thea 


Chamber noted with satisfaction the recognition by the Minister of Finance in 


his Budget Speech in October, 1945, that a thorough overhaul of the income 


tax structure was needed.” It is my impression that what the Minister said 


on that occasion had to do with an overhaul of the tax structure as it affects — 


individuals. 
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. Mr. Evwyn: Perhaps we interpreted that to cover more territory than it 
did. I have always felt it was the intention to have a complete overhaul of 
the Act. 

Mr. STIKEMAN: On page 9 of the brief you recommend that ‘a Board of 
Review be established with power to review the exercise of the Minister’s 
discretionary powers.” On page 8 you suggest that that board should be 
independent, but there is nothing further said to this effect in your recom- 
mendations on page 9. Can we assume that by “independent” you mean 
entirely independent of the Minister of National Revenue? 

Mr. E.wyn: Definitely. 

~ Mr. Strxeman: In a separate department of the Government, such as the 
Department of Justice, for example? 

Mr. Etwyn: Yes. We feel that it should be a quasi judicial body—I do not 
mean by that a board composed of members of the Judiciary, but a board 
having complete independence in the same sense that the courts have 
independence. 

Mr. StrkemaAn: Not independence as in the case of the Board of Referees, 
but independence in a statutory sense? 

Mr. Eiwyn: Yes, quite. 

Hon. Mr. Haypen: You mean that the Minister would have to accept the 
decision of the board? 

Mr. Etwyn: Yes, I would say so. 

Hon. Mr. Hivony A finding by the board would not be in the form of 
a recommendation to the Minister? 

Mr. Etwyn: No; it would have to be final. 

Mr. Strkeman: Would you permit taxpayers to take appeals to that board 
only after assessment, or would you permit them to go to that board before 
assessment? 

Hon. Mr. Haypen: Or ask for a determination of tax liability in the event of 
a certain scheme being carried out? 

Mr. Etwyn: Our feeling is that if that were allowed it might defeat the 
purpose of the board. The board, we think, would be more effective if it 
confined its activities to ruling upon actual assessments or cases. 

Mr. STIKEMAN: You would have the statute provide that the taxpayer could 
go to the board as of right once he had received his assessment, within a 
reasonable period of time? 

Mr. Euwyn: Yes. 

Mr. StikemMAN: Would you provide that the board should have authority 
to substitute its opinion for that of the Minister in all discretionary matters 
or questions of fact? 

Mr. Euwywn: If it were a board of review it would presumably review the 
Minister’s discretion or decision, and it would presumably base its finding upon 
a review of the facts, after having heard both sides. We visualize over a 
period the development of a body of rulings with respect to principles. In 
time the findings of the board would be concerned primarily with matters 
of fact, because the principles would have been enunciated and set forth in 
precedents. There would be a body of jurisprudence to guide both the tax- 
payer and the department. 

Mr. StrkEMAN: I raised that question merely to ascertain how much 


amended legislation might be required. As you are aware, the Exchequer 


Court today cannot consider the substance of the discretion exercised by the 


Minister; it can only consider the form. You would therefore provide that 
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this board could also consider. the substance and could vary the exercise of 
discretion, if it saw fit? ) | 

Mr. E.wyn: That is of the essence. : 

Mr. StrKEMAN: I just wanted to be clear on that. 

Hon. Mr. Haypen: Then, once an assessment was made, the taxpayer would 
have a right of appeal to this board, and the board could review every element 
that entered into the determination of the assessment, whether there was 
ministerial discretion or not? 

Mr. Etwyn: I would say so, yes. 

Mr. Strkeman: In the opinion of the Chamber of Commerce, how many 
members would be required on that board to make it efficient and to prevent it 
from becoming a bottle-neck? | 

Mr. Euwyn: I would think a minimum of three, one of whom should be a 
member of the bar, one a chartered accountant and one a business man or 
engineer. | 

Mr. Strxeman: Do you feel that three members would be able to handle 
the volume of appeals? 

Mr. Euwyn: You could have any multiple of that combination that might 
be necessary, as shown by the experience of the board. 

The CuarrmMan: Do you think it should be a travelling board? 

Mr. Etwyn: Yes. I may say that we have not given very much thought to 
the membership of the board, but we felt the board should have a minimum of 


three members, of whom one should be a member of the legal profession, another — 
should be a member of the accounting profession and the third should be a 


business man or engineer. . 


Mr. Stikeman: On page 10 of the brief you recommend “that the official 
rulings and decisions relating to the application of Canadian income tax 
legislation be consolidated in a form which will be available to all interested 
- persons.” If your proposed board were established and gave reasons for its 
decisions, would it be necessary to have publication of the departmental rulings 


as well? If the board’s decisions on questions of fact and discretion were pub- - 


lished, might there not soon be built up a body of precedent, binding upon the 
department and the taxpayer, which would make departmental rulings purely 
administrative directives as to how district offices should be run? 

Mr. Euwyn: Perhaps that would be the effect, but there still would be 
many disputes between taxpayers and the department concerning matters of 


fact, and the board would have to apply the proper principle to each particular 
case. 


Hon. Mr. Haypen: And in those circumstances the finding of the board | 


would be much more effective and authoritative than an administrative ruling 


by the department? 
Mr. Eiwyn: Definitely. 
Mr. Stixeman: Would you not find that administrative rulings tended to 
become more and more formal and less and less substantive as the body of 
precedent was built up by the board and gradually replaced the rulings? 


Mr. Euwyn: In other words, you are asking whether over a period of time © 


the Act would be so interpreted that we would not have any difficulty with it. 

Mr. Strkeman: That I understand to be one of the purposes of the proposed 
board. I was merely wondering whether you wished to continue with your sug- 
gestion that the departmental rulings should be codified. 


Mr. Eitwyn: I suppose that, as a starting point, the existing rulings would 
have to be codified. 
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Hon. Mr. Haypen: They might rapidly disappear: 
Mr. Etwyn: Yes. 


_ Mr. Strkeman: On page 10 of the brief you say that you “wish to commend 
the trend which is already apparent toward a decentralization of administration 
in the department.” Can you give us an instance of the trend toward 
decentralization? 


Mr. Euwyn: I cannot think of a specific instance, but in our own relations 
with the Department we seem to sense a growing ability on the part of the 
local officers to give decisions on points of dispute or uncertainty in our minds. 
That may be the result of experience on their part. 

Mr. StrkKEMAN: Would you give the local inspectors absolute authority on 
all questions, save matters of general policy? 

Mr. Extwyn: I feel that is a matter of internal organization for the Depart- 
ment. In the large offices I would think the staff should have sufficient exper- 
lence to rule on almost any point. I think the degree of discretion would have 
to be measured by the importance of the offices ‘and the calibre of the staff. 
In the larger offices, such as those in Toronto and Montreal, the senior officers 
of the Department should be very adequate individuals and quite able to decide 
most cases. 

Mr. StikEMAN: As you say, that is becoming increasingly so? 

Mr. Euwyn: Yes, there is a very excellent trend in that direction. 


Mr. StrIKEMAN: On page 11 of your brief you state, “the latter”’—speaking 
of the employees in paragraph (e)— ‘should be given ‘adequate remuneration 


- comparable to that paid by other employers.” Have you any suggestions as to 


the range which might be established with respect to the various grades of 
employees throughout the Department? 


Mr. Etwyn: No, we have no specific suggestions to offer. We feel it 
could be easily ascertained by a canvass of the practice in industry. 

Mr. Strkeman: Thank you very much. 

The CHAIRMAN: Any questions from members of the committee? 

Hon. Mr. Crerar: In that latter observation, Mr. Elwyn, would you not 
aim at building up in the administration a capable force of inspectors, parti- 
cularly of the higher officials competent to make deciisons? 

Mr. Euwyn: Definitely, sir. . 

Hon. Mr. Crerar: And in order to reach that desired end the remuneration 
paid to them would naturally have an important bearing. 

Mr. Etwyn: We feel that ifthe Department is going to recruit adequate 
men it necessarily must meet the conditions of business, having due regard to 
pensions and so forth in the public service. 

Hon. Mr. Crerar: That is especially important in relation to your other 


_ suggestion that local inspectors might be given more authority. 


Mr. Etwyn: Exactly. If they are going to have more authority they must 
of necessity have more experience and be men of large judgment and educa- 
tional qualifications. 

Hon. Mr. Crerar: I am not quite clear in regard to your recommendation in 
section (d): 

the Board should be empowered to assist in administering the Income War 

Tax Act and other tax Acts under the Minister’s authority by considering 

any matters referred to it by the Minister for opinion or decision prior to 

the making of an assessment; 

Mr. Etwyn: Our feeling in respect to that, sir, was simply that it might 
be advantageous to the Minister and the administration of the Act generally 
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if the Minister felt the need of going to the Board and saying, ‘‘We have a — 
problem of discretion, not in respect of a specific instance but in respect of a a 
principle. On what principle should this be enunciated and how should it be 
followed?” We do not feel that the Board should prejudge the specific case 
which may be before the Department for assessment without the facts on both 
sides being laid before it by the principals in both instances. But we do feel 
that it might speed up the operation of the Act and avoid delays if the Minister 
had the right of recourse to the Board for advice as to how he should interpret 
a principle. 

Hon. Mr. Crerar: That would mean, would it not, if the Minister referred 
some oe matter to the Board, the Board would have to hear argument 
upon it? | 

Mr. Etwyn: We did not visualize that the Board would be trying a speeific 
case. Our thought was that the Minister might say, “A point of discretion 
may arise under the Act. How should this be determined in equity and as @ 
principle?” 

Hon. Mr. Crerar: Usually, if it were a matter of interpreting the Act, 
the Minister would seek an opinion from the Department of Justice. That 
is the ordinary procedure followed by Government Departments. 

Mr. Etwyn: Yes. But it might involve a principle in methods of account- 
ancy, for example, or some other factor then a matter of pure law. 

Hon. Mr. Crerar: Yes. It might, for instance, be a matter of administra- 
tion, where the Minister wanted to get some light on whether certain principles 
should apply to depreciation in the filing of a return. 

Mr. Euwyn: Quite so. 

Hon. Mr. Crerar: But would it not be better to have the return filed, and 
then get your decision in the ordinary way? 

Mr. Etwyn: Of course, we have already enunciated that as a principle. 
This clause is put in the brief simply to say that the Minister should not be 
shut off from access to the Board if he chooses to exercise the privilege of 
consulting with them. For instance, he might wish to consult the Board as to 
the principle on which depreciation should be allowed with respect to a parti- 
cular industry, not with respect to a particular taxpayer. 

Hon. Mr. Crerar: I should like to think that over. Frankly, I doubt the 
wisdom of that recommendation. 

Mr. Etwyn: It is a moot point, senator. The motive behind it was simply 
to put the Minister in a position, if he felt it would be advantageous to him, 
to seek the advice of the Board on discretionary powers as to principle. 

Hon. Mr. Hucessen: I am interested in your suggestion, Mr. Elwyn, as 
to the constitution of this Board of Review. I gather you think it should consist — 
of three men? ; 

Mr. Etwyn: Multiples of that combination of professions; in other words, 
a business man, an accountant, and a lawyer. 

Hon. Mr. Hucessen: In reading over the material submitted to us in other 
briefs I find that in the United States, for instance, they have a tax court, the — 
members of which are really equivalent to judges, whereas in Great Britain they — 
have two commissioners sitting on appeals. Bo 

Mr. Euwyn: Yes. . 

Hon. Mr. Hucrssen: Now, if you had a body of competent men appointed 
to this board for long-terms, would you think it necessary to have all three | 
sitting on one case? I visualize that you might have two, three or four. of 
these boards sitting all over the country, and if each board consisted of three 
members, it would mean the appointment of a large number of men. Would — 
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not your suggestion be met if you had a number of qualified individuals 
appointed, who might sit either singly or in groups of not more than two all 
over the country? 

Mr. Etwywn: I would say fant as and when a body of such men with all 
the qualifications did develop, the practice might illustrate that it was quite 
suitable and adequate if one of the men sat. 

Hon. Mr. Hucrssen: I am thinking of your point of devolution in the 
particular area. 

Mr. Etwyn: We visualize a travelling board, not a board which sits 
permanently in Montreal or Ottawa. 

Hon. Mr. Hucressen: Yes; but it might be difficult to have three men 
moving around the country. 

Mr. Etwyn: Yes. But at the outset we felt it might be difficult to get 
men with the experience and judgment necessary on points of law, accountancy, 
and business practice, and engineering factors, because when you get into 
engineering factors you get into the realm of depreciation, and the composition 
of the board including men from those three walks of life would tend to be best 
qualified to deal with such work. You have many instances of boards created 
during the war which did function very admirably. 

Hon. Mr. Hucessen: Of course, there was a very much more restricted 
area to which appeals could be taken. 

Mr. Etwyn: Yes. But the Wartime Depreciation Board did an admirable 
piece of work, and the Board of Review on the Excess Profits Tax Act also 
worked very satisfactorily. Their composition in each instance was a lawyer, 
an accountant and a business man. 

Hon. Mr. Hucsssen: I notice that in practically all these cases the members 
of the board sat in camera, although their findings were published. 

Mr. Etwyn: That would be essential. 

Hon. Mr. Hucrssen: You feel that? 

Mr. Etwyn: Oh, definitely. 

Hon. Mr. Hucessen: There is another question on general principles that I 
~ want to ask you, Mr. Elwyn. Your brief, like that of a number of other bodies 
who have appeared before us, has emphasized two things. First of all, the 
vast body of discretion conferred on the Minister, as in the present Act, to which 
you object. Secondly, the desirability of setting up a Board of Appeal. I 
just wonder, if you had a Board of Appeal which could review the discretion 
of the Minister quite independently and arrive at its own conclusions subject to 
no appeal on questions of fact, whether that would not to a very large extent 
anticipate your fears of the ministerial discretion? 

Mr. Etwyn: I think it might and probably would. But you would still 
get back to the fundamental fact that you would build up a Jurisprudence 
which would tend to elucidate all the points of dispute which are constantly 
recurring in the present administration of the Act, and the need of appeal would 
become gradually less and less. You would then tend to have your case based 
primarily on questions of fact or interpretation. There would not be so much 
a question of principle involved as its application to a specific case. 

Hon. Mr. Hucessen: As a body of jurisprudence was built up it would 
become clear throughout the country how ministerial discretion would be 
_ exercised? 7 
| Mr. Etwyn: Yes. 

Hon. Mr. Lampert: I think there is a danger of going to the opposite 
extreme, of eliminating ministerial discretion entirely. This was all discussed 
thoroughly by Mr. Stikeman when we had a gentleman before us from the 
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United States, that is, the desirability of setting up local courts or appeal 
boards and the extent to which the Minister should be deprived of discretionary 
powers. We are tending towards the other extreme of establishing an independent 
board without any administrative responsibility at all. I can conceive of 
situations developing where it would be advisable for the Minister’s discretion 
to be exercised. It is largely a question of the extent to which his discretion 
is applied in all cases. If you set up an appeal court which will deprive the 
Minister of the power of making administrative decisions, then that discretionary 
power disappears completely. But is it desirable, for example, to deprive the 
Minister of National Revenue of all discretionary authority? | 

Hon. Mr. Crerar: Personally, it does not matter how much discretionary — 
power the Minister has or how he exercises it, so long as it is subject to an — 
impartial review: If he finds he is exercising it unwisely then he will stop. 

Hon. Mr. Lampert: The thought I have is that the Minister theoretically 
is head of the Department in which the taxes are collected, and under our 
system of government as the head he is the responsible person. How far are — 
you going to cut the painter, and say he has no authority? 

Hon. Mr. Hucessen: Surely in this matter it is not a question of dispensing 
with the Minister’s discretion. I would be in favour of leaving practically 
all of the ministerial discretions in the act. I think, as Senator Crerar has 
said, the trouble comes where the taxpayer considers he has not been fairly 
dealt with in the exercise of discretion. I think a board of review which could 
review those discretions should be set up. 

With respect to cutting the painter, I was most interested to discover 
that in the United States, Great Britain, Australia and I think the Union of 
South Africa the ministerial discretions are very wide; but, unlike this country 
they are subject to an appeal to an independent tribunal. 


Hon. Mr. Crerar: Let us take as a practical example a small manufacturer. 
He or his accountant makes out his income tax return, and charges as an expense 
a certain amount for depreciation. The return goes to the Inspector of Income 
Tax, and in due course the assessor—and that is where the ministerial discre- 
tion permitting a ruling is gotten—says you can only have a quarter of that 
depreciation. That ruling to-day is final. But this man should be in a position 
to say, “No, you are not treating me fairly,” and he would then take his case 
to a board or review composed of accountants ‘and experienced business men. 
The board could then say, “That discretion was exercised unfairly, and we 
will allow you that depreciation, or we will allow you twice as much as the 
Minister in his discretion was willing to allow you.” The whole subject as I — 
see it is to have an appeal principle in the act. After all the taxpayer has 
rights as against the state and against the Minister, and it is part of a democratic 
system of government to protect those rights. . 

Hon. Mr. Lampert: The Minister is also responsible to the people who 
elect him, and for the actions of his department. 


Hon. Mr. Hatc: The difficulty is that the present act gives discretionary 
power to the Minister to raise or lower taxes. We want that removed. The 
act should express exactly what the taxes are. I agree with Senator Hugessen 
and Senator Crerar that we should have a court of appeal. Our act lacks 
definiteness as to what is the law, and it leaves to the discretion of the Minister 
to say what the law is. We want that discretion taken out. 

Hon. Mr. Lampert: I think the situation into which we are inquiring is 
not so much lack of organization, as lack of the law regarding income tax. 

Hon. Mr. Hata: Yes. 


Mr. H. C. Hayes: Mr. Chairman, I do not know that my thoughts are very - 
important, but our committee is very definitely of the opinion that there is a — 
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large scale of discretion in any act. We do feel however there are a number 
of discretionary powers in this act which could be eliminated. We feel the 
most important are the sections which provide for the disallowance of certain 
expenses which are not wholly laid out for the purpose of earning the income, 
and the disallowance of certain or part of any other expenses which the Ministeer 
may consider to be excessive. These sections should be eliminated, and there 
should be an up-to-date definition of income. If this department disagreed 
with the taxpayer’s return the matter of his income could then be decided 
under the act, rather than the disallowing of certain expenses. 

The CHarrMAN: We will then stand adjourned until 11 o’clock Thursday 
morning, at which time we are to hear The Toronto Board of Trade and the | 
Certified Public Accountants. I understand their briefs will not be long. 
With the exception of the Canadian Electrical Association we hope to complete 
our public hearings on Thursday next. 

Hon. Mr. Hata: Mr. Chairman, I wish to submit a brief on Thursday. 

The CuatrmMan: We will then meet again on Thursday at 11 o’clock. May 
I say that I think it is desirable that the drafting committee appointed at the 
last meeting meet as soon as possible. 


The Committee adjourned until Thursday, May 2, at 11 o’clock. 
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Fiore War Tax Act (R.8.C. 1927, cap. 97). 


Section 4, Incomes not lable to tax The: following incomes shall not be 
liable to taxation hereunder: 


(g) Mutual corporations—The income of mutual corporations not having® 


a capital represented by shares, no part of the income of which inures 


to the profit of any member thereof, and of life insurance companies | 


except such amount as is credited to shareholders’ account; 


(1) Farmers’ associations—The income of such insurance, mortgage and 


(p 


) 


loan associations operated entirely for the benefit of farmers as are 
approved by the Minister; 
Co-operative companies, and associations—The income of farmers’, 


dairymen’s, livestockmen’s, fruit growers’, poultrymen’s, fishermen’s— 


and other like co-operative companies and associations, whether with 

or without share capital, organized and operated on a co-operative 

basis, which organizations 

(a) market the products of the members or shareholders of such 
co-operative organizations under an obligation to pay to them 
the proceeds from the sales on the basis of quantity and quality, 
less necessary expenses and reserves; 

(b) purchase supplies and equipment for the use of such members 
under an obligation to turn such supplies and equipment over to 
them at cost, plus necessary expenses and reserves. 

Such companies and associations may market the produce of, or 
purchase supplies and equipment for non-members of the company or 
association provided the value thereof does not exceed twenty per 
centum of the value of produce supplies or equipment marketed or 
purchased for the members. or shareholders. 

This exemption shall extend to companies and associations owned or 

controlled by such co-operative companies and associations and organ- 

ized for the purpose of financing their operations. 


Excess Profits Tax Act 1940. (Statutes of Canada 1940, cap. 32) 

Section 2—(1) Definitions—In this act and any regulations made under 
this Act, unless the context otherwise requires, the expression 

(f) “profits” in the case of a corporation—‘‘profits” in the case of a 


corporation or joint stock company for any taxation period means 
the amount of net taxable income of the said corporation or joint stock 
company as determined under the provisions of the Income War Tax 
Act in respect of the same taxation period. 


Special War Revenue Act, (R.S.C. 1927, cap. 179). 
Section 13. Denies this Part, unless the context otherwise requires, 
(b) “Company’—“Company” includes any corporation or any society or 


association, incorporated or unincorporated, or any partnership, or any 
exchange, or any underwriter, carrying on the business of insurance, 
other than a fraternal benefit society, a corporation transacting marine 


insurance, or a purely mutual corporation in respect of any year in 


which the net premium income in Canada of such mutual corporation- 
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is to the extent of not less than fifty per centum thereof derived from 
the insurance of farm property or wholly derived from the insurance 
of churches, schools or other religious, educational or charitable 
institutions; 

(f) “Net premiums”—“Net premiums” means, in the case of a company 
transacting life insurance, the gross premiums received by the com- 
pany other than the consideration received for annuities, less premiums 
returned and less the cash value of dividends paid or credited to 
policyholders; and, in the case of any other company, the gross prem- 
lums received or receivable by the company or paid or payable by the 

_ insured less the rebates and return premiums paid on the cancellation 
of policies: Provided that in the case of a mutual company which 
carries on business on the premium deposit plan and in the case of 
an exchange “net premiums” means the actual net cost of the insur- 
ance to the insured during the taxation period together with interest 
on the excess of the premium deposit over such net cost at the average 
rate earned by the company on its funds during the said period; 
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The Insurance Act, R.S.O. 1937, cap. 256. 


Section 1. In this Act, except where inconsistent with the interpretation 
sections of any Part,—1934, c. 22, s. 2, part. 

11. “Cash-mutual corporation” means a corporation without share capital 
or with guarantee capital stock subject to repayment by the corporation, in 
respect of which the dividend rate is limited by its Act or instrument of incor- 
poration, which is empowered to undertake insurance on both the cash plan and 
the mutual plan. 

42. “Mutual corporation” means a corporation without share capital or 
with guarantee capital stock subject to repayment by the corporation, in 
respect of which the dividend rate is limited by its Act or instrument of 
incorporation, which is empowered to undertake mutual insurance exclusively; 

Section 106.—(1) The conditions set forth in this section shall be deemed 
to be part of every contract in force in Ontario... . 


STATUTORY CONDITIONS 


Termination of Insurance 10.—(1) The insurance may be terminated. 


(a) subject to the provisions of condition 9, by the insurer giving to the 
insured at any time fifteen days’ notice of cancellation by registered 
mail, or five days’ notice of cancellation personally delivered, and, 
if the insurance is on the cash plan, refunding the excess of premium 
actually paid by the insured beyond the pro rata premium for the 
expired time; 

(6) If on the cash plan, by the insured giving written notice of termination | 
to the insurer, in which case the insurer shall upon surrender of this 
policy refund the excess of premium actually paid by the insured 
beyond the customary short rate for the expired time. 

(2) Repayment of the excess premium may be made by money, post office 
order or postal note or by cheque payable at par and certified by a chartered 
bank doing business in the Province. If the notice is given by registered letter, 
such repayment shall accompany the notice, and in such case the fifteen days 
mentioned in clause . 

(a) of this condition shall commence to run from the day following the 

receipt of the registered letter at the post office to which it is addressed. 
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Excerpt from Report of the Royal Commission on Co-operatives (pp. 89 and 40) 
Re Interpretation of Section 4 (p) Income War Tax Act. 


The first difficulty encountered in construing this section is to understand 
to what the word “like” refers. It was suggested to us that it was used as an 
adverb and modified the words “organized and operated”, i.e., to companies 
and associations organized on a like basis, that is, the co-operative basis. Contra, 
it was urged that it was used as an adjective and qualified “co-operative com- 
panies and associations” and limited those whose income was declared “shall 
not be liable to taxation”, to such whose business and/or members was like 
that of farmers, dairymen, livestockmen, fruit growers, poultrymen, or fishermen. 
In the light of this doubt, the section can scarcely stand as it is. 

Difficulty arises also as to the meaning to be ascribed to the words 
“co-operative” and “organized and operated on a co-operative basis”. There is 
no definition of these terms in the Act. No unanimity was evident among the 
many persons who appeared before us as to what these terms mean. 

Differences of opinion arose as to the meaning of the phrase “market the 
products”. Competitors of co-operatives contended that the phrase was restric- 
tive and that a company or association which engaged in processing or manufac- 
turing their member’s products and selling the processed or manufactured article 
were not engaged when so doing in marketing their member’s products, and that 
those whose main business or a substantial part thereof consisted in processing 
and marketing the processed article could not be said to be within the section. 
On the other hand, it was argued that the point was of no importance. 

Doubt was also expressed concerning the meaning of the term “obligation”. 
Some contended that the term must be interpreted to mean a legal contract, 
definite as to time and amount, and strictly enforceable. Others contended that 
the term should be considered to refer to the sort of obligation typically imposed 
on the associations by the statutes under which they operate the agreements 
made with their members whether written or implied by usage. : 

Another uncertainty in applying the section as it stands, centres around the 
words “members” and “non-members”, particularly as they relate to the “20 per 
cent” clause so-called. We found that some associations treated and recognized 
every patron or customer as a member, with no qualification for membership 
required other than that he be a patron or customer. 

The last clause of the section, viz., “This exemption shall extend to com- 
panies and associations owned or controlled by such co-operative associations 
and organized for the purpose of financing their operations” is difficult to 
construe and apply for two reasons. First, what does “this exemption” mean? 
As already stated section 4 subsection (p) is not an “exempting” section. It is a 
section declaring that the incomes of certain specified persons and. certain income 
are not to be liable to taxation. Second, what is the meaning of the words 
“organized for the purpose of financing their operations”? We found in a con- 


siderable number of cases, that companies and, associations had caused to be — 


organized subsidiary corporations, wholly owned and managed by them. It 
was difficult to understand how they were financing the operations of the 
co-operative associations. | 

As a result of the ambiguities of language and the difficulty of administering 


the section, and because we are of the opinion there is no general class or group 


of co-operative associations in Canada today whose income should be declared 
not to be liable to taxation, we are of the opinion that the section in its present 
form cannot survive the attacks made upon it. 


2) see 
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Incensed Insurers Transacting Business Falling Within the Classes of Fire, 
Automobile and Casualty Insurance 


*Ontario **Quebec 
Parmers -Mutuals. 0 300% O2m) County ce Siesta ee ures 9 
Cashe Wutualeycs. keen oer Se te E25 Municipal Mutuas vers ..ccc een iy 
PMCLOry= Vitals" eet TEA Parish Mutuals <:2 0 ise eee 234 
MiperVauale ek eo. 4 14) actory (Miutuaisac™ Scone 11 
Reciprocal Exchanges....:...:.. Lite Other Iviibials) os aes eee 26 
Non-Tariff Stock Cos .-..0...-. JUS mVECTDL OCAIS) ote ee ike ee 9 
CROTON DAILIES tare Cesk! wna 163 Non-Tariff Stock: Cos-. 2...) 2s-.4 74. 
— Tariff Companies ............. 166 
Total tariff and non-tariff com- — . 
panies excluding Lloyds Under- Total tariff and non-tariff com- 
WIILEDSNS Wes peter gts ES as 348 panies excluding Lloyds Under- 
WEILER ge sara ened ed eee 606 


It is submitted that, with approximately 250 Joint Stock Companies each 
competing with each other and each with the many underwriters at Lloyds and 
with the various Mutuals and Reciprocals, there is ample competition as is dis- 
closed by the above figures. 


APPENDIX ‘F”’ 


Set Out Hereunder is a Statement of the Profits Made in the Fire Insurance 
Business from 1869 to 1940: 


Canadian British Foreign All 
Period Companies Companies Companies Companies 
70 %o % % 
PSO927S82540.% Steen ee —15-01 —17-56 — 2-28 —12-29 
1STO-88 2) Sotess necen «kee — 2-13 - 10-20 16-59 7:59 
TSS O20 Ree ees cae es eos 0-52 3°84 0:85 2-65 
S900 Siasctan wee as tee — 1-65 5:43 9-06 4-62 
1909-18 eee wis acer 2-88 9-65 7°26 7-68 * 
TOT O28 ares hae OD ate 1-65 5:60 4-71 4-70 
420-39 eevee cin eter st cta 8-11 6-04 6°28 6-52 
a Lore 70 Vears. << .¥s soon 2°74 6:01 5:83 RY 
Io Bere ae he FN eS, et 11-50 13222 12-59 RaW 
LOA O Ge aarti. Onis tees eT 14-11 ihe ya 13-90 13-72 
OS Litmeete ac micrerins cae ce 9-25 4-47 6-19 6-30 
n LOG Fates ce, LORE Eta) puke sae os 5-74 5:78 8-05 6°52 
DTI Is Ding oath pe STS SD 10-28 2°46 5:53 5:64 


Quoted from the Report of the Dominion Superintendent of Insurance for 
business of 1943—page L. 


The Following. Figures show that while Insurance Premiums in 1944 have 
Increased over 1939 by 33-99%, the Losses in that Period have Increased 


by 37%. 
% increase 
Net over 1939 
Year Premiums % increase Net Losses Loss or 
Written over 1939 increased Ratio reduction 
from 1939 
1939 $40,984,276 — $15,738,902 38:4 — 
1940 41,922,312 Dae 15,444,927 36:8 — 4-2 
1941 49,305,539 20-3 17,814,322 36-1 — 6:0 
1942 47,272,440 15:3 20,360,534 43-1 +12:2 
1943 47,153,094 15:1 22,181,244 47:0 +22:-4 
*1944 54,902,183 33° 28,869,700 52-6 +37-0 


Extracts from Table I of the Report of the Superintendent of Insurance 
of the Dominion of Canada for the years indicated. 


*Source: 1943 Report of the Superintendent of Insurance for the Province of Ontario. 
**Source: 1944 Report of the Superintendent of Insurance for the Province of Quebec. 
***Or Deposit Premium Mutuals, so called. 
*Obtained from the Superintendents’ Memorandum re Advance Insurance figures, Table I. 
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A. W. Baker Welford—The Law Relating to Accident Insurance 1923—p. 128: 


The premium is the consideration receivable by the insurers from the 
assured in exchange for their undertaking to pay the sum insured in the event 
insured against. Any consideration sufficient to support a simple contract. 
may constitute the premium in a contract of insurance. In particular, in the 
ease of mutual insurance, the liability of each member of a mutual association 
to his fellow members to contribute to losses sustained by them is the premium 
for his own insurance. In the usual course of business, however, premiums are 
payable in money, and it is unnecessary to consider in detail any other form 
of premium. 


A. W. Baker Welford and W. W. ORES eet sat 1 Law Relating to Fire 
Insurance, 1932: 
Chapter I—Page I: 
The “premium” means the consideration which is given by the assured 
to the insurer in return for his undertaking. It is generally money, but may 
be any other valuable consideration. 


Chapter XI V—pages 183-184: 

The premium is the consideration which the insurers receive from the 
assured in exchange for their undertaking to mdemnify him against the loss 
by fire of the property insured. It is usually, though not. necessarily, a payment 
in money; it may be some other liability than the payment of money, or any 
other consideration sufficient to support a contract. Thus, in the case of a 
mutual insurance association, the assured is, by the terms of the contract, 
liable to contribute a stated sum towards making good any losses which his 
fellow-members may sustain, and is entitled in his turn to have his own losses 
made good by them. His liability towards his fellow-members is therefore 
the premium for his own insurance. Premiums of this kind are, so far as fire 
insurance is concerned, rare and unimportant; and the only form of premium 
which requires a detailed examination is that which is in almost universal use, 
namely, a premium payable in money. 


F. J. Laverty—The Insurance Law of Canada, 1936—page 119: 


The consideration or price which the insured obliges himself to pay for the 
insurance, is called the premium. It does not belong to the insurer until the 
‘risk begins, whether he has received it or not. 

The premium is necessarily closely associated with the risk, and has been 
defined as “a price paid adequate to the risk.” This is one of the reasons 
forming the basis of the requirement that the insured shall fully and fairly 
represent every fact which shows the nature and extent of the risk. 


The Insurance Act, Province of Ontario—page 2782, chap. 256: 
50. “Premium” means the single or periodical payment under a contract 
for the insurance, and includes dues, assessments, and other considerations; 
51. “Premium note’ means an instrument given as consideration for 
insurance whereby the maker undertakes to pay such sum or sums as may 
be legally demanded by the insurer, but the aggregate of which sums does not 
exceed an amount specified in the instrument. 


The Civil Code of Lower Canada—page 598, article No. 2469: 
The consideration or price which the insured obliges himself to pay for 


the insurance, is called the premium. It does not belong to the insurer until 
the risk begins, whether he has received it or not. 
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THE NAMES OF THE COMPANIES ON WHOSE BEHALF THIS BRIEF 
IS FILED 


Acadia Fire Insurance Co. 

Aetna Insurance Co. 

Aetna Life Insurance Co. 

Agricultural Insurance Co. 

Alliance Assurance Co. Ltd. 

Alliance Insurance Co. of Phil. 

American Alliance Insurance Co. 

American Automobile Insurance Co. 

American Central Insurance Co. 

American Credit Indemnity Co. of 
INEYE 

American Equitable Assce. Co. of 


American Insurance Co. 

Anglo-Scottish Insurance Co. Ltd. 

Atlas Assurance Co. Ltd. 

Bankers & Traders Ins. Co. Ltd. 

Baltimore American Insurance :Co. 

Beaver Fire Insurance Co. 

Bee Fire Insurance Co. 

Boiler Inspection & Ins. Co. of Canada 

Boston Insurance Co. 

British American Assurance Co. 

British & European Insurance Co. Ltd. 

British Canadian Insurance Co. 

British Crown Assurance Corp. Ltd. 

British Empire Assurance Co. 

British General Insurance Co. Ltd. 

British Law Insurance Co. Ltd. 

British Northwestern Fire Insurance 
Co. 

British Oak Insurance Co. Ltd. 

British Traders Insurance Co. Ltd. 

Caledonian-American Insurance Co. 

Caledonian Insurance Co. 

California Insurance Co. 

Camden Fire Insurance Assn. 

Canada Accident & Fire Assce Co. 

Canada Security Assurance Co. 

Canadian Fire Insurance Co. 

Canadian General Insurance Co. 

Canadian Indemnity Co. 

Canadian Surety Co. 

Car & General Insurance Corp. Ltd. 

Casualty Company of Canada. 

Central Insurance Co. Ltd. 

Central Union Insurance Co. 

Century Insurance Co. Ltd. 

China Fire Insurance Co. Ltd. 

Citizens Insurance Co. of N.J. 


City of New York Insurance Co. _ 
Columbia Insurance Co. of N.Y. 
Commercial Casualty Insurance Co. 
Commercial Union Assce Co. Ltd. 
Commercial Union Fire Ins. Co, of 
N.Y. 
Connecticut Fire Insurance Co. 
Continental ‘Casualty Company 
Continental Insurance Co. 


~ Cornhill Insurance Co. Ltd. 


Dominion Fire Insurance Co. 

Dominion of Canada General Ins. Co. 

Drapers’ & General Insurance Co. 

Hagle Fire Company of New York 

Eagle Star Insurance Co. Ltd, . 

Employers’ Liability Assce. Corp. 
Ltd. 

Ensign Insurance Co. 

Equitable Fire & Marine Insurance 


Co. 
Essex & Suffolk Equitable Ins. Soe. 
Ltd. 


Eureka-Security Fire & Marine Ins. Co. ~ 


Federal Insurance Co. 

Federal Fire Insurance Co. of Canada 

Fidelity & Casualty Co. of N.Y. 

Fidelity Insurance Co. of Canada 

Fidelity-Phenix Fire Ins Co. of N.Y. 

Fire Association of Philadelphia 

Firé Insurance Co. of Canada 

Fireman’s Fund Insurance Co. 

Firemen’s Insurance Co. 

First American Fire Insurance Co. 

First. National Insurance Co. of America 

Fonciere Fire Insurance Co. of Paris 

Franklin Fire Insurance Co. of Phil. 

General Accident. Assce. Co. of Canada 

General Acc. Fire & Life Assce. | 2 
Corp. Ltd. 

General Casualty Co. of America 

General Exchange Insurance Corp. 

General Insurance Co. of America 

General Security Ins. Co. of Canada 

Girard Fire & Marine Insurance Co. 

Glens Falls Insurance Co. “a 

Globe Indemnity Co. of Canada a 

Globe & Republic Ins. Co. of America 

Grain Insurance & Guarantee Co. 

Granite State Fire Insurance Co. 

Great American Indemnity Co. ~—— 


oe 
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Great American Insurance Co. 
Guardian Assurance Co. Ltd. 
Guardian Insurance Co. of Canada 
Guildhall Insurance Co. Ltd. 
Gibraltar Fire & Marine Ins. Co. 
Hand-in-Hand Insurance Co. 
Hanover Fire Insurance Co.  - 
Hartford Accident & Indemnity Co. 
Hartford Fire Insurance Co. 

Home Fire & Marine Insurance Co. 
Home Insurance Co. 

Homestead Fire Insurance Co. 
Hudson Bay Insurance Co. 

Imperial Assurance Co. 

Imperial Guarantee & Acc. Ins. Co. 
Imperial Insurance Office 

Indemnity Ins. Co. of North America 
Insurance Company of North America 
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National Union Fire Insurance Co. 
Newark Fire Insurance Co. 

New Brunswick Fire Insurance Co. 
New England Fire Insurance Co. 
New Hampshire Fire Insurance Co. 
New York Fire Insurance Co. 

New York Underwriters Insurance Co. 
Niagara Fire Insurahce Co. 

North British & Mercantile Insurance 
Go: Ltd: 

North Empire Fire Insurance Co. _ 
Northern Assurance Co. Ltd. 

North River Insurance Co. 

North West Fire Insurance Co. 
Northwestern National Insurance Co. 


‘Norwich Union Fire Ins. Society Ltd. 


New Zealand Insurance Company Ltd. 
Occidental Fire Insurance Co. 


Law, Union & Rock Insurance Co. Ltd.Ocean Accident & Guarantee Corp. 


Legal & General Assce Society Ltd. 


Ltd. 


Liverpool & London & Globe Insurance Pacific Coast Fire Insurance Co. 


Co. Ltd. 

Liverpool-Manitoba Assurance Co. 
Local Government Gtee Society Ltd. 
London & County Insurance Co. Ltd. 
London & Lance. Gtee & Acc. Co. of 

Canada 
London & Lanc. Insurance Co. Ltd. 
London & Prov. Marine. & General 
Insurance Co. Ltd. 

London & Scottish Assce. Corp. Ltd. 
The London: Assurance 
London-Canada Insurance Co. 
London Guarantee & Ace. Co. Ltd. 
Marine Insurance Co. 

. Maryland Casualty Co. 

Maryland Insurance Co. 

Mercantile Insurance Co. 
Merchants & Manufacturers Ins. Co. 

OLN ey. 

Merchants Fire Insurance Co. 
Merchants Marine Insurance Co. Ltd. 
Mercury Insurance Co. 

Metropolitan Casualty Insurance Co. 
Michigan Fire & Marine Insurance Co. 
Milwawkee Mechanics’ Insurance Co. 

~ Motor Union Insurance Co, Ltd. 
National-Ben Franklin Insurance Co. 


Palatine Insurance Co. Ltd. 
Patriotic Assurance Co. Ltd. 

Pearl Assurance Co. Ltd. 

Phenix Fire Insurance Co. of Paris. 
Philadelphia Fire & Marine Ins. Co. 
Phoenix Assurance Co. Ltd. 

Phoenix Insurance Co. of Hartford 
Pilot Insurance Co. 

Pioneer Insurance Co. Ltd. 

Planet Assurance Co, Ltd. 
Providence Washington Insurance Co. 
Provident Assurance Co. 

Provincial Insurance Co. Ltd. 
Prudential Assurance Co. Ltd. 
Quebee Fire Assurance Co. 

Queen City Fire Insurance Co. 
Queen Insurance Co. of America 
Queensland Insurance Company 
Railway Passengers Assurance Co. 
Reliance’ Insurance Co. of Canada 
Royal Exchange Assurance 

Royal Insurance Co, Ltd. 

Royal Scottish Insurance Co. Ltd. 
Rhode Island Insurance Company 


St. Paul Fire & Marine Insurance Co. © 


St. Paul Mercury Indemnity Co. 
Scottish Insurance Corp. Ltd. 


National Fire Insurance Co. of HarfordScottish Metropolitan Assce. Co. Ltd. 


‘Nationale Fire Insurance Co. of Paris 

National Liberty Insurance Co. of 
America. 

National-Liverpool Insurance Co. 

National Protection Assurance Co. 


National Provincial Insurance Co. Ltd. 


‘ National Security Insurance Co. 


Seottish Union & National Ins. Co. 


Sea Insurance Co. Ltd. 


Security Insurance Co. of New Haven 
Security National Insurance Co. 
Sentinel Fire Insurance Co. 
Southern Insurance Co. Ltd. 
Springfield Fire & Marine Ins. Co. 
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State Assurance Co, Ltd. 

Sun Insurance Office Ltd. 

Svea Fire & Life Insurance Co. Ltd. 

Toronto General Insurance Co. 

Transcontinental Insurance Co. 

Travelers Fire Insurance Co. 

Travelers Indemnity Co. 

Travelers Insurance Co. 

Union Assurance Society Ltd. 

Union Fire, Acc. & Gen. Ins. Co. of 
Paris. 


United Firemen’s Insurance Co. 

United Provinces Insurance Co. _ 
United States Fidelity & Guaranty Co. ~~ 
United States Fire Insurance Co. | 
United States Guarantee Co. 
Wellington Fire Ins. Co. of Canada~ 
Westchester Fire Insurance Co. 

Western Assurance Co. 

Westminster Fire Office 

World Fire & Marine Insurance Co. 
World Marine & General Ins. Co. Ltd. 


Union Insurance Society of Canton Ltd. Yorkshire Insurance Co. Ltd. 
Union Marine & General Ins, Co. Ltd. Zurich General Acc. & Liability Ins. 


United British Insurance Co. Ltd. 


Co. Ltd. 
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Appointed to examine into the provisions and workings of the Income 
War Tax Act and The Excess Profits Tax Act 1940, and to formulate 
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of the methods of assessment, collection of taxes thereunder and 
the provisions of the said Acts by redrafting them, if necessary, 

and to report thereon. 
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Letter and Bulletin No. 85 from the Canadian Exporters’ Association, 
Toronto, Ontario. 


OTTAWA 
EDMOND CLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1946 


ORDER OF APPOINTMENT 
(Extracts from the Minutes of Proceedings of the Senate for 19th March, 1946) 


Resolved,—That .a Special Committee of the Senate be appointed to 
examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, and to report thereon; 


(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; 

(3) That the said Committee shall have authority to send for persons, 
papers and records. 


Attest: 
L. C. MOYER, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 
TuHurspay, 2nd May, 1946. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and working of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, met this day at 11. a.m. 


Present:—The Honourable W. D. Euler, P.C., Chairman; The Honourable 
Senators Beauregard, Bench, Buchanan, Campbell, Haig, Hayden, Hugessen, 
Lambert, Léger and McRae, 12. 


In attendance: The Official Reporters of the Senate, Mr. H. H. Stikeman, 
Counsel to the Committee. 


On Motion of the Honourable Senator Hayden, seconded by the Honourable 
‘Senator McRae, it was,— 


Fesolved to invite Mr. C. Fraser Elliott, G.M.G., K.C., Deputy Minister of 
National Revenue for Taxation, to appear before the Committee on Tuesday, 
7th May, instant. 

Mr. J. S. Entwistle, Chairman, Toronto Board of Trade, submitted a 
brief on behalf of that organization. 

Mr. A. J. Little, Vice-Chairman, Toronto Board of Trade, was heard and 
was questioned by Counsel. 

Mr. J. S. Entwistle, C.P.A., President, Certified Public Accountants, sub- 
mitted a brief on behalf of that organization and was questioned by Counsel. 

Mr. F. T. Sudbury, C.P.A., Secretary, Certified Public Accountants, was 
heard and was questioned by Counsel. 

At 1 p.m., the Committee adjourned until 2.30 p.m., this day. 

At 2.30 p.m., the Committee resumed. : 

Mr. J. S. Entwistle, C.P.A., President, Certified Public Accountants, was 
further examined by Counsel. 

Mr. Claude 8. Richardson, K.C., Montreal, Quebec, representing the 
Canadian Electrical Association, submitted a brief on behalf of that Association 
and was questioned by Counsel. 

Mr. F. E. H. Gates, C.A., was heard and was questioned by Counsel. 

The Honourable Senator Haig presented a brief and was questioned by 
Counsel. 

A letter from Mr. A. F. Telfer, General Manager, Canadian Exporters 
Association, Toronto, Ontario, dated 12th April, 1946, together with a copy of 
Bulletin No. 85 of that Association, which had been forwarded to the Minister of 
Finance, was read by the Clerk of the Committee and ordered to be printed in 


- the record. 


_ _ At 4.25 p.m., the Committee adjourned until 10.30 a.m., Tuesday 7th May, 
instant. 
Attest. 
R. LAROSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Tue SENATE 


WEDNESDAY, May 2, 1946. 


The Special Committee of the Senate to consider the provisions and workings 
of the Income Tax Act, etc., resumed this day at 11 a.m. 
Hon. Mr. Euler in the Chair. 


The CHAIRMAN: Gentlemen, will you please come to order? When Mr. 
Fraser Elliott gave his evidence at the commencement of our sittings it was 
suggested that after all other witnesses had been heard he might appear again 
and be given an opportunity to comment upon their evidence; and at a meeting 
of the drafting committee yesterday it was felt that he should be invited to 
return to the committee on Tuesday morning next, at 10.30. If that is satis- 
factory I would like the consent of the whole committee to invite Mr. Elliott. 

Hon. Mr. Haypren: I move that he be invited. 

Hon. Mr. McRas: I second that. 

The CHAIRMAN: Then it has been moved and seconded that Mr. Elliott 
be invited to appear before the committee next Tuesday at 10.30 a.m. Carried. 

Hon. Mr. Lecer: Mr. Chairman, is the drafting committee meeting at 
2.30 this afternoon? 

The CHAIRMAN: No. It met yesterday afternoon. 

Hon. Mr. Haypren: There has been some confusion as to the date of the 
drafting committee’s meeting. I understood, as Senator Leger apparently did, 
that the meeting was to be at 2.30 this afternoon. 

Hon. Mr. Lecrr: Yes, that is what I understood. 

Hon. Mr. Haypmn: I was in my office yesterday afternoon, and could have 
been present at the meeting if I had known it was taking place. 

The CHarrRMAN: I was somewhat surprised that neither Senator Hayden nor 
Senator Leger was at that meeting. Did you not get any notice? 

Hon. Mr. Lucmr: I got a notice, but I understood the meeting was set for 
2.30 this afternoon. 

Hon. Mr. Haypsen: So did I. 

The CuHarrMAN: Gentlemen, we have four organizations down for hearing 
on our agenda this morning. The first is the Toronto Board of Trade, represented 
by Mr. J. S. Entwistle, C.P.A., Charman of the Board’s Taxation Committee 
and Mr. A. J. Little, Vice-Chairman of that committee. 

Hon. Mr. Haypen: Mr. Chairman, when the Canadian Chamber of Com- 
merce was before us yesterday we were told that its membership included boards 
of trade. Is that correct, Mr. Entwistle? 

Mr. J. S. Entwistie, C.P.A., Chairman, Taxation Committee, Toronto 
Board of Trade: I would not say so, Mr. Chairman. I know that members of the 
Canadian Chamber of Commerce did not come before our board. 

The CuairmMan: Mr. Entwistle, I will now call upon you to read your brief. 

Mr. Entwistue: Mr. Chairman, the Board of Trade of the City of Toronto 
is an organization of business men with a membership of approximately four 
thousand persons engaged in all phases of business and professional activity and 
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concerned with trade not only in the City of Toronto but throughout the 
Dominion. The Board appreciates the opportunity of submitting to your Special 
Committee its views on certain aspects of taxation, which are contained in the 
following summary of recommendations. It is believed that all of these are 
relevant to your Committee’s terms of reference. 


1. Discretionary power 


(a) 


(b 


—- 


(c) 


An annual provision for depreciation of plant and equipment is well 
recognized as a proper charge in computing net income and in many 
manufacturing concerns it is the principal item of expense other than 
direct materials and wages. However, in the Income War Tax Act as 
presently constituted, ‘depreciation’ is listed under section 6 as an 
expense item which shall not be allowed as a deduction, “except such 
amount as the Minister in his discretion may allow’. The Board be- 
hieves that “depreciation” should be listed positively under section 5 as 
an allowable expense not subject to ministerial discretion and so recom- 
mends. It also recommends that the rates at which depreciation may be 
claimed be included in the Act or in a schedule thereto. 

The foregoing remarks apply generally speaking, to the depletion of 
mines, oil and gas wells and timber limits. Although depletion is listed 
under section 5 as an allowable deduction the amount thereof in any 
particular case appears to be entirely at the discretion of the Minister. 
It is recommended that the allowance for depletion be made a positive 
item in the Act and that the basis upon which it will be computed — 
should be set out either in the Act or in published rulings. 


The two examples given above are typical of the many sections-of the 
Act which are subject to the exercise of discretion and they illustrate 
the great amount of discretionary power which is vested in the Minister 
of National Revenue but which in actual practice is exercised by the 
Deputy Minister, for Taxation, and in many instances by the Chief 
Assessors of local branches. The Board of Trade recommends that the 
amount of discretionary power vested in the Minister under the Income 
War Tax Act and the Excess Profits Tax Act be greatly curtailed. 


2. Legislation which is ambiguous, incomplete, etc. 
The Board thinks that a complete redrafting of the Tax Acts is desirable and 


that a principal objective of such redrafting should be the complete 
elimination of all ambiguity, and all wording which is so all-inclusive or 
sweeping in effect as to nullify other sections of the Acts. It also believes 
that the Income War Tax Act and the Excess Profits Tax Act should 
include all the legislation affecting the computation of tax and that it 
should not be necessary to refer to other Acts or Statutes. A few typical 
examples of sections which particularly need revision are referred to 
below :— 


(1) Section 6 (1) (a), “Expenses not laid out to earn inconie Tene aaa 
ments or expenses not wholly, exclusively and necessarily laid out or 
expended for the purpose of earning income” 


This paragraph of sub-section 1 of berth 6 is an excellent 
example of phraseology so all-embracing and* sweeping in effect 
that it negatives other sections of the Act and could not be ~ 
strictly applied to modern business, and in actual practice is not 
applied. There are very many types of expenditure which it is 
prudent to make for sound practical business considerations, but — 
which could not qualify strictly as “wholly, exclusively and neces- 
sarily laid out or expended for the purpose of earning the income”. 


- 
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(ii) Section 9B (special tax on interest, etc.) is an example of a section 
which is incomplete without reference to the Statutes of Canada 
for 1941 and 1942 which provide that certain sub-sections of section 
9B only apply in part in respect of certain interest payments on 
Provincial bonds. There is no indication in section 9B that these 
particular interest. payments are not fully affected by the section. 

Another excellent example of omission is that there is no 
reference in the Income War Tax Act to the fact that a four per cent 
reduction in personal tax is effective for 1945 and a sixteen per 
cent reduction for 1946. This important information is contained 
in the 1945 Statutes of Canada but is not incorporated into the 
Income War Tax Act. 


Hon. Mr. Lecsr: It is only in the regulations? 

The Cuatrman: If it was in the Budget resolutions, it would be law, would 
it not? 

Hon. Mr. Hayvewn: It is actually in the Statutes of Canada for that year, 
but I think the witness is suggesting that it should be in the Income War Tax 
Act itself. 

Mr. Srrxeman: It is in the Act amending the Income War Tax Act. 

Hon. Mr. Bencu: How could you have it in the Income War Tax Act 
itself unless you consolidated the act every year? 

Hon. Mr. Haypen: I gather the witness is suggesting that that is what 
should be done. 

Hon. Mr. Crerar: Mr. Chairman, I would suggest that the witness be 
allowed to complete his brief before being questioned. At a meeting held 
yesterday it was explained by Mr. Emerson, Chief of the reporting staff, that 
this facilitated the getting out of the report of our proceedings. 

The Cuamrman: I will ask that the witness be allowed to read his brief 
without interruption. That has been our practice. 

Mr. Entwistite: The brief goes on:— 


(iii) Section 16 which deals with capital stock reductions and redemp- 
tions is offered as an example of a section which is ambiguous 
and one which the taxpayer cannot readily interpret. It is not 
clear, for example, whether the word “conversion” used in this 
section would apply to the splitting of a common stock into two 
classes or into additional shares and if the section applies to 
such a procedure then there is no way to determine what tax might 
be involved, if any. In such cases the Board understands that 
certain taxpayers have obtained letters from the Department indi- 
cating that no tax is payable but certain legal advisers have 
stated that they do not think that such letters could legally 
affect the operation of section 16. 

(iv) Section 32A of the Act appears to convey very sweeping powers 
upon the Treasury Board and also appears to convey a considerable 
amount of discretionary power regarding the determination of the 
main purpose for which any particular transaction is carried out 
by a taxpayer. It is felt that the taxpayer alone is in the best 
position to determine the main purpose for which he carries out 
any particular transaction and a sweeping discretionary section 
such as this may well have the effect of discouraging some tax- 
payers from entering into perfectly proper transactions, which 
transactions may in fact actually be carried out by other tax- 
payers who place a different interpretation upon the meaning and 
intent of this particular section. 
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3. Rulings and regulations 
(a) The uncertain position in which the taxpayer is placed by the dis- 


(b) 


cretionary powers referred to above is aggravated by the fact that 
many departmental rulings and regulations upon which the adminis- 
tration of the Act is based are not made available to the taxpayer. 
The Board recommends that the Income War Tax Act and the Excess 
Profits Tax Act should be redrafted and that where practicable, 
present rulings and regulations should be incorporated in the legislation. 
Insofar as rulings and regulations are concerned which may be issued 
in the future or which are not incorporated in the Act, the Board 
recommends that they be published in the Canada Gazette and that 
they should not be effective until so published. 


4, Taxation returns : 
(a) The Board feels that it is highly desirable that the simplification of 


(c) 


taxation returns and also the simplification of the actual method of 
calculating taxes continues to be an aim of the department. Although 
the personal return for use of individuals with incomes under $3,000 
(T1-Special) has been simplified the Board believes that the majority 
of the taxpayers falling within this category find the preparation of 
such a form to be an onerous duty. It is reeommended that the Depart- 
ment give consideration to the adoption of some method of tax 
collection which would render unnecessary the completion of such a 
form by a large body of taxpayers. It should be possible to establish 
a satisfactory scheme such as this where income is represented by 
salary or wages from one employer and where little or no investment 
or secondary income is involved. 


The Board understands that the T2-Questionnaire return for corpor- 
ations was adopted during wartime with the object of reducing the 
work of the Assessing Departments. This return may be of considerable 
value to the Department but it does not seem to have achieved the 
purpose for which it was originally adopted. It is recommended that 
the income tax return itself, form T2, be amended to include any 
information questions which may be necessary and that the reporting 
upon this information by the company’s auditors be dispensed with. 
It is also recommended that consideration be given to changing the size 
of the present .tax return forms. In the United States personal tax 
returns and many other returns are standard letter size which facili- 
tates typing and handling. In Canada some corporations and many 
individuals submit handwritten returns simply because these forms 
cannot conveniently be completed on a standard sized typewriter. 


0. Assessments and appeals 
(a) Many of the Board’s members are critical of the long period of time 


(b 


— 


which in many cases elapses between the date the Corporation or 
individual files a return and the date when the final assessment is 
issued. It is appreciated that this situation has been aggravated 
by wartime conditions but it is-a situation which existed prior to 
the war to some extent. The Board recommends that appropriate 
steps be taken to speed up the assessment procedure. 


It is strongly recommended by this Board that a completely new 
procedure of Appeal from assessments be established so that the tax- 
payer does not in the first instance appeal to the same authority as the 
one which has issued the assessment. This might be accomplished — 
by the appointment of a special Appeal Board somewhat similar to — 
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the present Board of Referees which would deal with assessments 
and other problems relating to the administration of the Act and 
which, though having considerable authority, would have no part 
whatsoever in the original assessment of taxation returns. 


(c) The taxpayers should enjoy the same privilege as the Department 
of National Revenue regarding the opening of assessments of prior 
years. As it now stands the Department may reopen an assessment 
to pick up adjustments which do not arise until later years but the 
taxpayer does not have this privilege. 

(d) It is recommended that taxpayers be allowed to appeal to the courts 

| in cases where they are dissatisfied with the standard profit awarded — 
under the Excess Profits Tax Act. 


6. Interest. 

Considerable criticism is heard of the Departmental practice of charging 
interest when tax is underpaid but of not allowing interest when tax 
is overpaid. This situation has become more serious with higher rates 
of taxes, coupled with deductions at the source. In many cases the 
underpayment of taxes is the result of misunderstanding on the part. of 
the taxpayer and perhaps is caused by the complexity of the tax 
structure and is not necessarily the result of bad faith on the taxpayer’s 
part. If in such cases it is reasonable to charge an interest penalty then 
it would seem equally just to allow an interest credit when taxes are 
overpaid. The Board recommends that interest be allowed on over- 
payments of taxes at an equivalent or some other appropriate rate and 
also recommends that interest. penalties charged be allowed as deduc- 
tions in computing taxable income of the year to which such interest 
applied. 

It is felt that the foregoing recommendations fall within the scope of the 
present inquiry. There are other taxation matters upon which the Board of 
Trade has made recommendations from time to time but which are more 
concerned with matters of policy or the weight of taxation. Attached hereto is 
a copy of a brief submitted by the Board to the Minister of Finance and the 
Minister of Reconstruction on Ist February, 1945, dealing with Canada’s post- 
war taxation policy. 


Respectfully submitted, 


(Sgd.) H. M. TURNER, 
, President. 


(Sed.) F. D. TOLCHARD, 
General Manager. 


The Cuairman: Mr. Entwistle, before we proceed with questions I think 
I should congratulate you upon the brief, in that it is confined pretty strictly 
to matters with which we have the right to deal. Perhaps in that respect 
it 1s in contrast with most of the briefs that have been presented to us. 

Our practice, after the presentation of a brief, is that our counsel, Mr. 
Stikeman, should proceed with such questions as he might: wish to ask, and 
then we enter into a general discussion. 

Mr. Entrwistie: I should like to thank you for your comments, Mr. 
Chairman. A great deal of credit is due to my associate, Mr A. J. Little, and 
he will be pleased to answer any necessary questions. 

The CHAIRMAN: Does he wish to make a definite statement, or is he here to 
answer questions which might be put to him? 

: Mr. Entwistie: Mr. Little has taken quite a part in the preparation of the 
brief. 
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The CuatrMANn: But he hag no brief of his own to present? 

Mr. Enrwistue: No; unless you would care to have the concluding part 
of this submission to the Hon. Mr. Ilsley and the Hon. Mr. Howe. 

The CHARMAN: That touches policy. 

Hon. Mr. Crerar: And is beyond our purview. 

The CuairMan: Mr. Stikeman. ; 

Mr. Srrxeman: I should like to ask the witness a few questions to clarify 
some of the statements in his brief, which otherwise is very clear. 

In paragraphs (a) and (b) on page 1, I understand that you believe it is 
possible to narrow the field within which discretion may be exercised by means 
of legislating in specific terms under sections dealing with depreciation and 
depletion. Under paragraph (c) you state: “The two examples given above are 
typical of the many sections of the Act which are subject to the exercise of 
discretion.” Are we to understand it is the opinion of your board that other 
sections dealing with discretion may also be legislated out of the Act in whole or 
in part? 

Mr. Lrrrum: That was our belief, Mr. Stikeman. We gave those two 
examples mainly as indicative of the type of thing to which we were referring, 
and we purposely dealt with discretion in rather a brief and general way, 
because as we are appearing somewhat late before your board we felt. discretion 
had been dealt with more or less emphatically by others. The brief of the 
Institute of Chartered Accountants, for example, gave many instances of dis- 
cretion which we would quite agree should be eliminated from the Act. Our 
thought was that generally speaking so far as possible the tax should be 
determinable by the Act itself and should not be left to discretion. ~ 

Mr. Strkeman: Do you subscribe to the recommendation on discretion of 
the chartered accountants’ brief? 

Mr. Lrrrue: In answering that I would be speaking personally, because 
that brief was not presented or reviewed by the Board of Trade which I am 
representing. 

Mr. StrxemMAn: This committee is interested in hearing all suggestions as 
to the handling of discretion by any means whatsoever. According to your 
intimation in paragraph (a) you fee! you could legislate in the specific sections 
you mention for depletion and depreciation. Have you in mind any other sec- 
tions in which you think it might be possible to deal with discretion? 

Mr, Lirrue: We have not actually set them out in our brief, but we could 
submit a supplementary schedule of them. 

Mr. Strxeman: Would you suggest under your paragraphs (a) and (6) 
dealing with depreciation and depletion that legislation would be satisfactory 
which merely contained the rates applicable to various classes of assets? 

Mr. Lirrur: I think we would be satisfied, Mr. Stikeman, so. far as deprecia- 
tion is concerned, if it were listed in the Act as an allowable deduction rather 
than as not allowable. So far as rates are concerned, we think generally 
speaking that they could be covered by supplementary schedules to the Act. 
We do admit in certain special cases it will not be possible to legislate 
beforehand. | 

Hon. Mr. Hucressen: Have you any specific cases in which you object to 
the rates of depreciation that are now allowed? 

Mr. Lirrue: In certain cases; generally speaking, no. 

Hon. Mr. Hucrssen: Generally speaking you think the present rates are 
not unreasonable? 

Mr. Lirtue: There are certain rates in connection with machinery, trucks, 
cement mixers and that kind of thing. These depreciate very rapidly and are 
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not covered by any specific life. The machinery part would be 10 per cent and 
20 and 25 per cent, which in our opinion is not nearly enough. 

Mr. StrkeMAN: Do you.think there is any objection to the Department 
determining value on the basis of cost to the owner? 


Mr. Lirrie: No, we have no objection to that that I know of, Mr. Stike- 
man. 


Mr. Strkeman: In No. 2 you state: “The Board thinks that a complete 
redrafting of the tax Acts is desirable and that a principal objective of such 
redrafting should be the complete elimination of all ambiguity.” Is that intended 
to indicate that there should be a complete -redrafting of the statute or that 
certain sections if necessary be rephrased? 

Mr. Lirrte: We were not necessarily thinking that every section of the Act 
should be rephrased. We had in mind first of all that the sections might be 
rearranged in order, that certain sections should be reworded, and that the 
actual phraseology should be understandable to the taxpayer. 


Mr. Strkeman: We have had a number of suggestions, particularly from 
the Bar Association, as to a possible rewording of section 6 (1):— 


a deduction shall not be allowed in respect to (a) disbursements or 
expenses not wholly, exclusively and necessarily laid out or expended for 
the purpose of earning the income. 


Are you familiar with the suggestions of the Bar Association in respect of that 
section? 

Mr. Lirrir: No, sir. 

Mr. STIKEMAN: Have you any ideas which you wish to put forward on 
behalf of the Board as to how certain of these sections might be rephrased? 

Mr. Lirrie: In connection with 6 (1) (a), we did not attempt any phrasing, 
which to our mind is a legal problem; but our general feeling is that the wording 
should be in more general terms and should be brought up to date in accordance 
with modern business practice. There are many expenditures which it may be 
necessary to make from a sound business point of view but which could not be 
justified under the wording “wholly, necessarily and exclusively.” For example, 
if I were running a business and one of my employees of long-standing died, and 
his widow was left with no funds, I would think it prudent to pay her some sort 
of pension, not only from a straight business point of view, but to encourage 
my other employees to continue in my employ. 

Mr. StrkeMan: Would you attempt to bring the Act more into conformity 
with business practice? aw 


Mr. Lirtite: Yes. 


Mr. StrkemMan: You make suggestions in paragraph (b) of section 5 as to 
the desirability of an appeal board. That is another point of considerable 
interest to the committee. We should like your ideas on that in a little more— 
elaborate form, if you could give them to us. For example, is it contemplated 
by your board that the appeal board should be independent of the Depart- 
ment of National Revenue, or be a sort of advisory committee to the Minister 
of National Revenue? 


Mr. Lirrte: First, I should say our thought here is that we are objecting 
to the principle of appealing in the first instance to the same person or group 
of persons who made the assessment. Actually, we have not worked out what 
we think to be the most practicable solution so far as an appeal board is con- 
cerned. We had in mind, though, generally speaking, that the appeal board 
should be completely independent of the Department of National Revenue and 
should have no part in the original assessment. . 
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Mr. Strxpman: You think it should be substantially a court, although 
you call it a board? 

Mr. Lirrun: Yes, I think that word might be applied. ‘ 

Mr. SrtKEMAN: What jurisdiction do you feel this board should have; 
should it have power to review the exercise of discretion, and in that review to 
substitute its opinion for that of the Minister? 

Mr. Lrrrie: Yes, I think it should. 


Mr. StrKEMAN: Do you feel that an appeal should be permitted from 
that board to the Exchequer Court? | 

Mr. Lirrie: Absolutely; by both the taxpayer and by the Department of 
National Revenue. ; 


Mr. Strxeman: As I understand your contemplated set-up, an assessment 
would be issued and from the assessment an appeal would go to the board 
which might consider questions of discretion, questions of fact or questions of 
law; and that from the decision of that board, which you contemplate, further 
appeals could be taken to the Exchequer Court? 

Mr. Lirrie: That is our understanding. 

Mr. StiKEMAN: From your statement I take it that the appeal would 
be a matter of law only, or do you feel that the appeal to the Exchequer Court | 
should be on every ground. | 

Mr. Litrue: I would think that the appeal should be on every ground, 
sir. 

Mr. Stixpman: Have you had an opportunity to consider the represent- 
ations made by other witnesses before this committee respecting appeal 
boards? 

Mr. Lirrie: Generally speaking, no. I have read the recommendations 
of the Dominion Association of Chartered Accountants, but I have not studied 
the other proposals. 


Mr. Stixkeman: I was wondering whether you were in agreement with 
the general principles concerning a board subscribed to in the representations 
of the Chartered Accountants Association. 


Mr. Lirrim: Speaking personally, sir, the answer is “Yes”. 1 should. 
like to point out that that brief was not submitted to our board and has not been 
considered by the taxation committee of the board. 

Mr. Srrxpman: Their suggestion parallels very closely what you have 
outlined. 

Mr. Lirrie: Yes, it does. > 

Mr. Stixeman: Are there any matters which concern your board which are 
not found in this very excellent brief? 

Mr. Larrip: I think not, Mr. Stikeman. I believe we have covered all 
the principal items which concern us. 

While I am on my feet may I answer the question that was raised as to the 
4 per cent deduction for 1945 and the 16 per cent for 1946. You will please 
correct me on this point if I am wrong, but it is my understanding that the 
statutes of Canada provide for this deduction as an entirely separate step, apart 
from the Income War Tax Act; in other words, the statute did not amend 
the Income War Tax Act. There is no section or schedule of the Income War 
Tax Act which is amended by that statute; it is necessary to take two different 
statutes in order to make a computation? 

Hon. Mr. Lecer: It is an act byitself. 

Mr. Lirrue: That is quite true. 

Mr. Srikeman: That particular section has no amending effect in the 
Income Tax Act. ; 
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Mr. Lirrte: That is so. From time to time we have queries from other 
countries as to the effeet of taxation in Canada, and if we submit to them a copy 
of one act it is not complete and does not tell them the whole story. 

The OCuatrman: Mr. Little, have you any view on the propriety or 
advisability of asking for a deposit of $400 when the taxpayer appeals to the 
Exchequer Court? Do you approve of it or otherwise? 

Mr. Lirrie: I have not considered it, sir. 

The CHarrMAN: Senator Hugessen, have you any questions? 

Hon. Mr. Hucessen: I had one question, but it is perhaps in the form of 
an observation. I am interested in the part of your submission which appears 
in paragraph 2 (ili) on page 2 of your brief concerning Section 16 of the Income 
War Tax Act and the possible interpretation of that act in cases where companies 
are reclassified or subdivided. I am interested in that question for two reasons. 
Firstly, I had the same problem come up in my own pratice; and secondly, I 
recall that when the last amendment to that section was introduced three or 
four years ago I raised some question with the Commissioner of Income Tax 
when he appeared before the Senate Committee. May I suggest, Mr. Little, 
what the section really is intended to do, while it does not say so in quite 
the appropriate language, is that where there is a reorganization of the capital 
structure of a company which involves the distribution to shareolders of any 
part of undistributed income, that that distribution or dividend shall be taxed 
in the hands of the shareholders; but on the other hand, if it is simply a straight 
split of shares, and no distribution of indistributed income among shareholders, 
that that should be exempt. This section should be amended to make it clear. 

Mr. Lirrie: I agree with your interpretation of what you think the 
original general intent of the section was, but we are quarrelling with the wording 
of the section, which to our minds is not entirely clear. For instance, if there is 
a split of common stock into classes A and B, no distribution would be made in 
such a case, but the fact that confusion has taken place indicates that presumably 
the transaction would come under section 16. The next step would be whether 
or not any questions of right had been received by any shareholder. It could be, 
I think, that where stock is split into two classifications, A and B, for instance, 
the right might be changed or altered in one section, and that in effect some 
intangible right might be received by some shareholder, but it could not be 
determined, and in my opinion it would be impossible to compute what tax 
if any might be involved. I think it is entirely a question of the wording 
confusing the issue. 

Hon. Mr. Hucessen: But you agree with what I have said, that the section 
should be clarified by making it clear that the reorganization of the capital 
structure should not attract tax unless it involves some distribution amongst the 
shareholders of the earned surplus of the company. 

Mr. Lirrie: Yes, I agree with you. , 

Hon. Mr. Bencu: Mr. Little, one of the features which seems to concern 
your board is the matter of delay in the making of assessments and their finali- 
zation. I notice in paragraph 5 (a) of your brief you say that, “The board 
recommends that appropriate steps be taken to speed up the assessment 
procedure.” Can you assist this committee by advancing any suggestions as to 
what those appropriate steps might ‘be? 

Mr. Larruz: We have not, Senator Bench, tried to set down specifically the 
steps which we think are appropriate and again I am speaking personally. 
I think perhaps that the assessing departments are for one thing understaffed. 
Secondly, in many instances, too much time is spent on individual assessments 
by. the assessors. You will note that we recommend the T-2 questionnaire 
return be abolished. It was our understanding that that return would be made 


256 SPECIAL COMMITTEE 


use of by the assessing department, and that where the department had in the 
past been satisfied with the general form of returns filed by the taxpayer that 
the additional information submitted with the T-2 questionnaire would enable 
that return to be assessed without the spending of additional time by the 
assessor in the client’s office. The practice does not seem to have been followed 
-at all, so far as we can see. In some cases we think the assessors are now spending 
more time than formerly. . 

Hon. Mr. Bencu: Would you anticipate that the extension of the number 
of district officers, as now proposed, would likely result in some acceleration 
of the assessment procedure? 

Mr. Lirruz: I should think that would be the natural result, because, 
presumably more staff would be required. I would think the same result would 
flow from additional staff in the present offices. 

Hon. Mr. Bencu: Can you help us by suggesting what, in your opinion, 
would be a reasonable length of time to allow the department to study and assess 
first, the return of a private individual taxpayer, and second, the return of 
a corporate taxpayer? 

Mr. Larrus: I should think, sir, that two years from the date of filing would 
be an outside time limit, and that in most instances they should be put through 
in less time. However in cases where contentious problems arise a longer 
period might be necessary. 

Hon. Mr. Bencu: Generally speaking you would say that the returns of all 
taxpayers, both private and corporate taxpayers, should be assessed within 
a period of two years? 

Mr. Larrim: Yes sir, I would think so. 

Hon. Mr. Bencu: And would your board be in favour of some provision 
being inserted in the act to the effect that after a lapse of a period of two years 
the returns should be deemed to be final, except in cases of fraud? 

Mr. Lirrte: Do you mean sir, that if no assessment is rendered within two 
years it should be taken for granted that a return is accepted as filed? 

Hon. Mr. Bencu: Yes. 

Mr. Lirrte: We had not considered that aspect of the situation, Senator 
Bench, and again I must speak personally. I do not see why such a provision 
should be necessary. I should think that the same general benefits, so far 
as the taxpayer is concerned, would result if after two years period had elapsed 
any interest penalties were stopped. 

Hon. Mr. Bencu: You see, Mr. Little, I am trying to think through the 
recommendation which is contained in the last sentence of your paragraph 5 (a). 
I am attempting to work out in my own mind what might be the practical 
application of that recommendation. There must be some practical limitation 
of the time within which an assessment must be made to give effect to that 
request. 

The CuarrmMan: Otherwise you might still have a delay. 

My. Lirrue: Yes. ; ; 

The CHatrMAN: The only benefit the taxpayer would then get is that he 
could not be charged with interest. 

Mr. Lirrie: That is correct. 

The CHAIRMAN: But the delay might be beyond two years. 

Mr. Lirrim: Are you speaking of a penalty being placed on the department? 

Hon. Mr. Bencu: No. I am not suggesting that at all. I am thinking of the 
expression that has just come from the Chairman, that the limitation of the time 
within which interest penalities might accrue really would not solve your 
problem at all. 
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Mr. Lirrue: Our problem would be solved by a general speeding up of 
assessments. 

Hon. Mr. Bencu: But how do you get that? Do you propose to get it by 
saying that after a period of two years, or whatever time might be reasonable, 
if no assessment is made by the department on the return the tax as reported 
shall be deemed to be the amount to be paid by the taxpayer? 

Hon. Mr. Hayprn: That is in the absence of fraud. 


Hon. Mr. Bencu: Yes, in the absence of fraud. Is there any other way you 
can do it? 


Mr. Lrrtie: I dé not see why that is the only way it can be done. 


Hon. Mr. Bencw: Will you tell me why you object to that limitation 
included in the act? 

Mr. Lirrue: Personally speaking, I do not object at all. At the moment 
I am not speaking for the board. I am thinking of certain exceptional cases in 
which it might be difficult for the department to render an assessment within 
a certain specified time. 


Hon. Mr. Bencu: I will not pursue it faviher I suppose there has to be 
a limit somewhere. On the basis of what you have just said now, ten years might 
not be long enough perhaps. Am I right? 

Mr. Lirrur: I think ten years would be an exaggeration, sir. 


Hon. Mr. Bencu: You think, in any event that by and large two years is 
sufficient time for the review and fini assessment of returns? 


Mr. Lirrur: Absolutely. 
Hon. Mr. Lampert: In paragraph (a) of section 4 of your brief you say:— 


It is recommended that the Department give consideration to the 
adoption of some method of tax collection which would render unneces- 
sary the completion of such a form by a large body of taxpayers. It 
should be possible to establish a satisfactory scheme such as this where 
income is represented by salary or wages from one employer and where 
little or no investment or secondary income is involved. 


Do you suggest that reference to investment income should be eliminated from 
the T-1 General form? 


Mr. Lirtiz: No, sir. At the present scale of exemption, tax returns must 
be filed by a large body of taxpayers who are not used to preparing such forms— 
who find it, as we say, an onerous duty. That could be corrected in one or two 
ways: either by increasing the exemption so as to drop out those people in the 
lower strata, or—and this is what we had in mind—by having the employer 
make a levy on the wages of employees receiving up to a specified amount per 
annum, say $2,000, for example, under some scheme similar to the present scheme 
for tax deduction at the source. Employees in that class would then not be 
required to file any tax returns. 


Hon. Mr. Lampert: Taxation at the source is what you are suggesting 
there? 


Mr. Lirrue: Yes, so as to be fair to a large body of taxpayers. 


Hon. Mr. LamsBert: Purely from the broad political viewpoint, do you think 
it would ‘be a good thing to relieve that vast number of people from the respon- 
sibility of making out their income tax returns, leaving it to the employers to 
fix the taxation? 

Mr. Lirrue: I personally think it is sound policy to have a large body of 
people paying a tax, no matter how small it is, because they all have a share in . 
contributing to the cost of operating the country. But I think that for people 
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with a low level of income you can devise some means of taxing them at the 
source so that they would be saved the burden of preparing returns, and at the 
same time the department would be saved a lot of work. ; 

The CHarrMAN: In that way you would not be able to tax any additional 
income these people might have. 

Hon. Mr. Lampert: I agree that the form should be simplified for people 
in the lower income brackets, but I am inclined to think it is a good thing for 
them to make out their own returns. . 

Hon. Mr. Bucuanan: On page 2 of the brief you say:— 

There are very_many types of expenditure which it is prudent to 
make for sound practical business considerations, but which could not 
qualify strictly as “wholly, exclusively and necessarily laid out or 
expended for the purpose of earning the income.” : 

I was wondering what types of expenditure you had in mind as not being 
recognized. . 

Mr. Lirrue: There are not many that are not recognized by the department, 
but many of those which the department does recognize could be disallowed 
under a strict interpretation of those words “wholly, exclusively and necessarily 
laid out or expended.” For instance, the Company may have a pension scheme 
for its employees, and the assessor may say: “It is not necessary to have a pension 
scheme in order to earn the income. The Y Company, which is in the same 
kind of business, has not got a pension scheme.” To my mind it is prudent to 
have a pension scheme, for sound, practical business considerations, but it- 
would be difficult to prove that the cost of the scheme was “wholly, exclusively 
and necessarily laid out or expended for the purpose of earning the income.” The 
same thing may be said of advertising expenses, insurance payments, the contri- 
butions to employees’ welfare programs, and so on. ; 

Hon. Mr. Bucuanan: You find that because of that wording certain 
expenditures are not being allowed as deductions? 

Mr. Lirrue: Yes, sir. 

Hon. Mr. McRas: Mr. Little, on the first page of your brief you suggest that 
depreciation of plant and equipment should be listed positively in the Act as an 
allowable expense not subject to ministerial discretion. Do you think it is possible 
by legislation to cover all the depreciation allowances that might be required in 
business? ea 

Mr. Lirtie: No, sir. My first thought is that depreciation should be listed 
in the Act positively as an item which is allowed, rather than as an item which 
is not allowed. 

Hon. Mr. Haypen: You suggest it should be allowed as a matter of right? 

Mr. Lirrim: Yes, sir. : 

Hon. Mr. McRatz: I agree with that. 

Mr. Lirrus: In the second place, we think it would be possible to include in 
the Act or in a schedule thereto the scale of rates which, generally speaking, is 
to apply. 

Hon. Mr. McRar: If you had such a schedule, would it not become man- 
datory? 

Mr. Lirrue: Well, I think it is mandatory now. 

Hon. Mr. McRar: Do you find much complaint about the depreciation 
allowances made by the taxing authorities? 

Mr. Lirrie: No. 

Hon. Mr. McRaz: I have not found any trouble in that regard. I think 
they pretty well recognize how long any equipment is going to last, and it seems 
to me their system works out fairly satisfactorily. Is that your experience? | 
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Mr. Lirrie: Yes, sir. 

Hon. Mr. Haypven: But there is also involved the question of the value for 
depreciation purposes. . 

Hon. Mr. McRae: You have to depreciation from the cost, not from a 

fictitious value. ; 

; Your brief refers to another matter, about which there has not been much 
- said in our committee, namely depletion of mines, oil and gas wells and timber 
limits. In our province, as I understand it—and if I am in error, the committee’s 
counsel will correct me—the depletion allowance for timber limits is based on 
the cost of the timber, regardless of when it was purchased. I know of one case 
where the timber cost $6 per thousand stumpage and the depletion allowance 
was $1.50. Because of the excess profits tax the company, in the interest of 
its shareholders, should have shut down after working eight months in the year, 
but operations were continued on account of the war. The oldest company we 
have in British Columbia purchased its timber limits half a century ago, and a 
couple of years ago it sold out, I presume at $6 a thousand stumpage. The 
depletion allowance to the new purchasers will be based on $6, whereas the 
allowance to the original owner was probably based on less than $1, the cost of 
the timber fifty years ago. I have no doubt that part of our lumber shortage in 
this post-war period is due to the fact that managers of lumber companies do 
not feel justified in sacrificing the assets of their shareholders by producing the 
‘maximum output of lumber. 

The Cuarrman: A similar situation exists in other industries. 


Hon. Mr. McRae: That is a serious matter, on which our committee should 
have some light. No doubt counsel can tell us what the present depletion 
allowance is. 

The CHamrMAn: I am told that some brick manufacturing concerns, with 
large deposits of valuable clay, are not producing now, because if they did 
produce they would have to pay out most of their profits in excess profits taxes; 
so they just allow the clay to lie there until such time as conditions are changed. 

Hon. Mr. McRat: What do you think should be the basis for timber depletion 
allowance, present value or original cost? 

Mr. Lirriz: I would think that the basis should be the same as for depre- 
ciation. 

Hon. Mr. McRas: Timber is a wasting asset, just as a mine is. A man has 
only so much timber on his limit. If he goes on the market to replace his 
original holdings he must pay $6 to $8 a thousand stumpage. It seems to me 
that the depletion might well be based on the current price of timber. What 
do you say to that? 

Mr. Lirtte: The desired effect might be obtained by applying to timber 
limits the system applied to mines, whereby depletion is based‘on a proportion of 
the annual income recovered from the operation. A gold mine is allowed a 
depletion rate of 334 per cent of its otherwise taxable income. Under that 
system you might over a term of years recover your actual cost several times. 

Hon. Mr. McRar: A mine is not the same as a timber limit. You never 
know how much or how little ore is under ground, but you can cruise a timber 
limit and ascertain just how much timber is there. I suggest that something . 
approaching the current value of timber should be the basis for depletion 
allowance. 

Hon. Mr. Bencu: Mr. Chairman, would that not be a matter of general 
policy as to taxation rather than one of administration? As I understand it, 
what this brief suggests is that the policy regarding depletion, whatever the 
policy may be, should be spelled out in some definite form in a schedule to the 
act. It does seem to me, with respect, that under the terms of our reference we 
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have no authority to consider or report upon the extent to which depreciation 


should be allowed. 

Mr. Lirrie: We did not raise that question. : 

Hon. Mr. Campsetu: I should like to ask one or two questions with respect 
to depreciation. You say the chief objection to the present Act is the fact that 
the depreciation, as stated, is not allowable except when allowed by the Minister. 
You think there should be a positive section which would say that depreciation 
should be allowed to the extent that might be determined by the Minister: is 
that correct? 

Mr. Lirrrie: That is correct to the extent that it should be a positive item, 
sir. What we are dealing with in this particular section is discretionary power. 

Hon. Mr. Camppett: Are you familiar with the previous section, that is the 
section which was in force before the most recent amendment following the 
Pioneer Lumber ease, which left it to the discretion of the Minister to determine 
the amount? 

Mr. Lirrie: I am not familiar with the details, no. 

Hon. Mr. CAMPpERLL: Assuming that it was a positive section have you any 
particular complaints as to the method by which the Department .determines 
the rate of depreciation? 

Mr. Littiz: No. 

Hon. Mr. Campsexu: Or the basis upon which it is determined? 

Mr. Lirrie: In most instances, no. 

Hon. Mr. Camprety: You are aware of the fact that it is determined on the 
basis of cost to the taxpayer? 

Mr. Lirrue: That is correct, and the only question that ever arises is where 
a change of ownership has taken place. Then in some cases it is a question 
whether it is the cost to the present owner or the predecessor of the company. 

Hon. Mr. Campretu: Is that the case where you have a purchase by a 
stranger in which the vendor has no interest either through a company or asso- 
ciates, and the actual purchase price is in that instance taken as the cost? 

Mr. Lirrie: That is my understanding. 

Hon. Mr. CAMPBELL: You see no objection to that? 

Mr. Lirrie: No, sir. 

Hon. Mr. Campsetu: Then from the experience that you have had you do 
not find there is any arbitrary method used in determining the value upon which 
depreciation is granted? 

Mr. Larrite:-No. 

Hon. Mr. CampseLu: So your suggestion comes down to this, that the Act 
should be amended so it is an allowable item? 

Mr. Lirrie: Yes, coupled with adding to the Act a schedule of rates that 
will be allowed. 

Hon. Mr. Camppety: Yes. Your suggestion is that the schedule might be 
put in stating the rates of depreciation as now being allowed in accordance with 
the practice of the Department? 

Mr. Lirrie: Quite. 
| Hon. Mr. Campsetu: Might it not be difficult to do that as a matter of fixed 
rate in all cases? 

Mr. Lirrie: It might be in some cases, but actually most of the rates are 
set out in rulings which have been made public through the Canada Gazette. 


Hon. Mr. Campsetu: Have you considered the question of obsolescence at 
all? 
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Mr. Lirrin: No, sir, we have not. 

Hon. Mr. Campre.tu: Would you care to make any comments on it? 

oMr. Lrrtie: No; sir. 

The CHAIRMAN: Are there any other questions? 

Thank you very much, gentlemen, for your contribution. 

The next brief is from the Certified Public Accountants Association of 
Ontario. Mr. Entwistle is again here as president to present the brief. Mr. 
Entwistle. | 

Mr. Entwistip: This, Mr. Chairman, is the brief of the Certified Public 
Accountants Association of Ontario: 

The Certified Public Accountants Association of Ontario is deeply appre- 
clative of the invitation of the Committee to present. its views. 

With knowledge of the matters which have previously been brought before 
the Committee at some length, this brief is limited to a presentation of certain 
features which cause 1a considerable measure of dissatisfaction and annoyance 
and which the Association believes ought to be remedied as speedily as possible. 

These features are condensed into the following summary; namely, 


(1) Ministerial discretion. 

(2) Operational memoranda (rulings and regulations). 

Tax computation. 

(4) Ambiguity of Act. 

(5) Delay in assessments. . 

(6) Double taxation. 

(7) Interest. 

(8) Denial of appeal regarding fixation of Standard Profits. 


ego 
ise) 


We present brief statements of explanation relative to each of the above 
features together with recommendations for curing the defects. 


(1) Dissatisfaction arising because of the Minister’s powers of discretion 
in rendering decisions which although technically and legally correct 
under his interpretation of the phraseology of the Act, may under 
peculiar circumstances prove inequitable from sound business and/or 
accounting view-points, and the fact that no appeal can be made from 
such decisions except to the Exchequer Court. 


We believe that every effort has been made to render fair and just decisions 
under the discretionary powers vested in the Minister, and that it is impracticable 
to entirely eliminate such powers. However, we also believe that there are cases 
where discretionary power based solely on technical interpretations of the Act 
may prove inequitable. 

At the present time there is no appeal from the decisions of the officials 
of the Department other than to the Exchequer Court. In matters involving 
the exercise of the Minister’s power of discretion, the Court appears to restrict 
consideration to the question of whether or not the Minister was, in making the 
decision, acting within the powers vested in him. The Court does not appear 
to consider the reasonableness of the decision under the particular circumstances. 

Notice of appeal to the Exchequer Court must be filed within one month 
from receipt of the Minister’s decision, notwithstanding the fact that years may 
have passed before the Department completes assessment. A deposit of not 
less than four hundred dollars must be made. 


It 1s recommended 
That Regional Boards of Assessment Appeal be instituted in the principal 
cities throughout the Dominion and that the personnel of such Boards comprise 
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one or more (a) professional accountants, (b) solicitors, (c) business executives, 


and that taxpayers dissatisfied with the decisions of the Department regarding 
any assessment have free access to such Boards. , z 


That to ensure consistency of the decisions of the Regional Boards, there be — 


instituted a Central Board having a personnel similar to that of the Regional 
Boards. Decisions of the Regional Boards to be reviewed by the Central Board, 
and when confirmed by the Central Board to be binding upon both taxpayer 
and the Minister unless appeal to the Exchequer Court is made by either party 
within a stated time after the decision of the Central Board is handed down. 


(2) Denial of unrestricted access to operational memoranda directed by the 
Deputy Minister to the District Offices. 


Resentment has cumulatively developed on the part of taxpayers and their 
auditors by the persistent denial of free access to directives which have been 
described to the Committee as operational memoranda. A full and frank publie 
disclosure of such directives would not only appease the general body of tax- 
payers but would bring to accountants and auditors a fuller knowledge of the 
attitude of the Department upon innumerable matters, promote co-operation, 
minimize arguments, and expedite settlements. The directives are not invariably 
interpreted accurately by officials subordinate to the Deputy Minister and the 
accountant or taxpayer is handicapped when he has not precise knowledge of 
the directives. 


It is recommended 


That all directives or operational memoranda issued by the Deputy Minister 
to District Offices be made readily and promptly available to the public if 
necessary at a nominal charge. 


(3) The multiplicity of taxes within the collective term of Income Tax, 
and the complications in the process of computing tax lability. 


Amendments to the Acts from time to time have cumulatively added to the 
mathematical operations required to determine the tax liability. At the present 
time it is necessary in the case of taxpayers with incomes of over $3,000. other 
than corporations, to compute separately the normal tax, the graduated tax, 
and the sur-tax, also in the case of those in business, the excess profits tax. It 
is also necessary in certain cases to compute and deduct the refundable portion 
of the tax. In the case of corporations separate computations have to be made 
for the income tax and the excess profits tax respectively. A problem has been 
injected into the computation of the relatively minor item of the amount allow- 
able for charitable donations. It is contended that the multiplicity of calcula- 
tions to be made and returns to be completed, constitute one of the sources of 
annoyance to taxpayers. The addition in 1942 of the return known at the T-2 
Questionnaire, for the purpose of relieving the pressure of war-time conditions 


on officials of the Department, increased the tasks and expense of the corporate » 


taxpayers. Simplification of the tax structure would result in desirable and exten- 
sive simplification of the required returns. 


It ts recommended 


inl 


That the present normal tax, graduated tax and sur-tax be consolidated into 


one tax. 

That the excess profits tax be immediately abandoned and the rate of in- 
come tax adjusted to meet necessary revenue requirements. 

That future changes contingent upon revenue requirements be affected by 
increasing or decreasing the rate of tax, and that the injection of additional 
computations be avoided. 


That the return known as the T-2 Questionnaire be eliminated, additional 


questions being added if deemed necessary, to the T-2 return of income. 
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(4) Ambiguity, obscurity, and impracticability of certain provisions of the 
law, and failure to include in one statute all applicable provisions. 


Certain provisions in the Acts are confusing in their intricacy and com- 
plexity and in certain cases the inclusion of a series of interlocking provisos 
render the actual meaning ambiguous and/or obscure. Moreover, insufficient 
consideration appears to have been given many provisions as to their practica- 
bility in application. 

Clause “jj” of subsection 1 of section 5 of The Income War Tax Act, re- 
lative to charitable donations of corporations, is a noteworthy example of those 
faults. Such complexity ought to be avoided in a statute applicable to the every- 
day transactions of the business world. 

The amendment of 1944 authorizing the deduction of the refundable portion, 
and the amendment of 1945 reducing tax liability are examples of omissions 
from The Income War Tax Act. | 


It ts recommended 

That all future amendments, after drafting by the Law Clerks, and before 
presentation to the House, be subject to review by a Committee or Board, the 
personnel of which shall include a number of professional accountants commen- 
surate with the total personnel of the body. The duty of such Committee or 
Board to be the reviewing of all draft amendments to the Acts, to consider 
the practicability of the provisions, and to seek in every possible way to 
simplify and lucidify the phraseology. 


(5) Delay in making assessments. 


Taxpayers, particularly those in business, may honestly estimate their tax 
lability, but until assessments are confirmed there exists a contingent obligation 
which is a source of annoyance and uncertainty. Interest on underpayments 
arising from subsequent adjustments of the Department officials, continues to 
accrue during such delays. Promptitude is demanded of taxpayers in the filing 
of returns and payment of tax, and taxpayers are justified in expecting reasonable 
promptitude in the confirmation of assessments. 


It 1s recommended 

That requisite arrangements be made to ensure reduction of the interval 
between filing of returns and confirmation of assessments. 

That for the purpose of attracting and holding the services of skilled, 
efficient assessors and other officials, and to incite satisfaction and enthusiasm 
among the staff with a view to lessening the delay in confirming assessments, the 
rates of remuneration for certain classifications be substantially raised. 


(6) Double taxation of corporation profits. 

A long-standing feeling of injustice prevails regarding the taxation of profits 
of corporations and the duplicated taxation when such profits are distributed to 
shareholders. 


It 1s recommended 

That lawfully declared dividends of Canadian corporations be exempt in the 
hands of shareholders or deductible from income of the corporations of the 
taxation year in which the dividends are paid. 


(7) The accruing of interest on underpayments during long periods of delay 
_in confirming assessments, and failure to allow interest on overpayments 

of tax. 
Delay in confirmation of assessments is not within the control of taxpayers 
and a sense of injustice is aroused when they are required to pay interest 
charges on any excess of the tax as determined by the Department after an 
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interval of several years, over the tax honestly estimated at time of filing 
returns. Likewise, being subject to interest on underpayments, the taxpayer 
has justice in his demand that he be allowed interest on overpayments. 


It 1s recommended 

That when taxable income determined by the Department exceeds the 
honestly reported income of the taxpayer resulting in underpayment of tax, 
interest on such underpayment shall accrue from the date of completion of 
assessments until the amount is paid. 

That when through honest mistake the taxable income reported is in excess 
of the taxable income as determined by the Department, interest on overpay- 
ments of tax be allowed at the current bank, or other appropriate rate, from 
time of payment until time of repayment. Provided that no interest be allowed 
when tax payments are in excess of the estimated tax payable upon reported 
income. 

(8) Denial of appeal from decisions of the Board of Referees, the Minister, 

and the Treasury Board under the provisions of Section 5 of The Excess 
Profits Tax Act, 1940. 


Section 5 of The Excess Profits Tax Act provides that the Minister may 
refer to a Board of Referees appointed by him (See Sec. 13) the determination 
of Standard Profits. The decisions of the Board of Referees are not operative 
until approved by the Minister and when so approved become final and con- 
clusive. If not so approved reference shall be made by the Minister to the 
Treasury Board and its decision is final and conclusive. Thus the taxpayer is 
deprived of any right of appeal and his case rests conclusively with the 
Department or the Treasury Board. 


It is recommended 

That taxpayers be expressly given the right of appeal to the Courts against 
decisions of the Board of Referees, the Minister, and the Treasury Board made 
under the provisions of Section five of The Excess Profits Tax Act, 1940. 


Conclusion 

The Association is of the opinion that the difficult task of administration, 
aggravated by six years of war conditions and emergent legislation, has on the 
whole been discharged efficiently. The curing of the defects hereinbefore 
enumerated are, we believe, most desirable if the goodwill and co-operation of the 
general body of taxpayers is to be retained. The taxing statutes have, by piece- 
meal amendments over a period of twenty-nine years, become unwieldy and con- 
fusing. We would finally recommend. that the whole tax structure be studied 
by a special committee comprising officials of the Department, accountants, 
solicitors, and business executives, with a view to clarification, consolidation, and 
simplification of the law under the title “Income Tax Act”. 


Respectfully submitted, 
Tue CERTIFIED PusLtic ACCOUNTANTS ASSOCIATION OF ONTARIO 


The Cuarrman: Mr. Entwistle, I see that Mr: Sudbury, your Secretary’s 
name, is appended to this brief. Is he here for the purpose of assisting you 
in answering questions, or has he something further ta add to the brief? 

Mr. Supsury: I have nothing to add. 

The CuatrmMan: Then perhaps Mr. Stikeman will proceed with his 
questions. 

Mr. StrkemMan: Mr. Entwistle, before dealing with the details of your 
brief, I think we would be interested in learning your opinion as to the relative 
value of some of these suggestions which you make for curing the defects listed 
on page 1. You state on page 2 that regional boards, comprised of accountants, 
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solicitors and business executives be constituted in principal cities throughout 
the dominion. When you speak of regional boards do you imply having a 
board in every district office? 

Mr. Entrwistte: No, we do not, Mr. Stikeman. We have in mind a 
regional board say in the city of Halifax, that will travel through the maritime 
‘provinces; another regional board perhaps in the city of Montreal covering 
the province of Quebec; one in Toronto for the province of Ontario; one in 
Winnipeg for Manitoba and Saskatchewan; and perhaps one in Vancouver 
covering Alberta and British Columbia. 

Mr. SrikemMAn: Would these regional boards be composed of a number 
of individuals, or just one individual of each classification, a solicitor, ‘a business- 
man and an accountant? 

Mr. EnrwisttE: We do not recommend a board of more than three 
members. I think it is preferable to have a lawyer, an accountant and one 
other person on the board. 

Mr. Strxkeman: They would hear appeals directly from assessment. 

Mr. Entwistle: Yes, from assessment. 

Mr. StikemMAN: Would they have jurisdiction to consider questions of fact 
and discretionary questions? 

Mr. Enrwistue: Yes, particularly questions where discretion arises. 

Mr. Strkeman: You would have them substitute their decision for that of 
the minister? 

Mr. Entwistte: Yes; and we would go further than that and constitute 
essential boards in Ottawa, somewhat after the plan of the National War Labour 
Board which can review decisions of the local regional labour boards. Of 
course we would also recommend that the minister or the taxpayer be allowed 
to appeal on the decision of the national board at Ottawa. 

Mr. Stikeman: So you would interject two appeals into the system as it 
now stands? 


Mr. Entwistue: Yes. 
Mr. Srrxeman: First you would go to the regional board, and from 
_ the regional board to the central board? 

Mr. ENTWISTLE: Yes. 

Mr. Stikeman: And you propose that both the regional boards and the 
central board should hear the facts anew and substitute their opinion anew 
for that of the minister? 

Mr. Entwistte: Yes. We think it is not a good principle to have an 
appeal heard by the same party who issued the assessment. 


Mr. StrKEMAN: That has been almost the unanimous opinion of all wit- 
nesses appearing before this committee. Your suggestion has elements which 
distinguish it from the others and would make it very interesting. I started 
to question you with respect to boards for the reason that you list headings 
in your brief as being objectionable features which may be cured. In your 
opinion does not the fact of the establishment of a board as you suggest with 
the accumulation of decided opinions answer a number of these objections? 
I have in mind the fact that a board, such as you describe, might impose a 
suitable check upon the exercise of ministerial discretion. It also appears to 
me that the decisions of the board, if you contemplate their publication, might 
exercise a salutary influence upon the wholesale publication of an official 
departmental memorandum. Are you also of that view? 


Mr. Enrtwistue: Very definitely. We think that if the rulings with 
regard to the rate of depreciation and similar matters are published a number 
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of appeals would be avoided later on; in other words, in the first instance the 
professional accountants will know how to prepare financial statements and 
there will be fewer differences in the returns as filed and finally assessed. 


Mr. StrkemMAN: Do you contemplate the decisions of both the regional 
board and the central board could be made public? 

Mr. Entwistue: We see no real objection to it. In some cases, I suppose, 
the taxpayer might object to its publication. 


Mr. Strkeman: You need not mention the name of the taxpayer; he could 


be referred to numerically or alphabetically. 


Mr. EntwistuE: So long as the name of the taxpayer was not given out 
there could be no objection to it. ~ 


Mr. StikeMAn: Do you not, think that their publication would be of the 
essence if this board is to be of any lasting value in curing some of the defects 
which you mention? 

Mr. Entwistun: It would be very helpful. 


Mr. StikemaNn: Therefore in your estimation one of the essential conditions 
of this board is that its decisions be published? 


Mr. Entwistie: Yes, we think the more the general public knows about 
taxation and how it applies the better it is for all concerned. Taxation should 
not be such a mysterious thing. 


Mr. StTrKEMAN: Would you permit the appeal, which you mention as 
item 8 on page 1, from the board of referees on standard profits to go to this 
board with all the other appeals now under the statute? 


Mr. Entwistle: We are hoping of course that it will not be necessary to 
have appeals made to the board of referees for a much longer period. That 
is really a matter that we had not considered in detail. Offhand I would say that 
we would be satisfied if the decisions of the board of referees were allowed to 
go before the Exchequer Court for review in cases where a taxpayer feels that he 
has been unfairly dealt with.” 

Mr. STIKEMAN: Since the decisions of the board of referees are administra- 
tive or discretionary, it would seem to be necessary to go to the board which 
had the power, as contemplated, to consider discretionary decisions, rather than 
to the Exchequer Court. 

Mr. ENTWISTLE: Yes. 


Mr. StrKeMAN: While on the subject of a proposed board, do you consider 
that the review to be effected by the central board should permit a rehearing 
and a reconsideration of all the facts, or merely a review of the file? 

Mr. Entwistie: I think the taxpayer, if he is not satisfied with the 
decision of the regional board, should have the privilege of going before the 
central board. Also I believe that the minister should have the same 
privilege. 

Mr. StrkEMAN: So that, in effect, you would permit the re-arguing of 
the case before the central board? 

Mr. ENTWIsTLE: Quite so. 


Mr. StrkEMAN: Do you not feel that it might result in a greater quantity 
of appeals being received by the central board from the regional boards than 
could be expeditiously handled by one panel of men? 


Mr. Enrwistue: No, we think in the first instance, after the regional 


boards are set up, there will be fewer appeals, and more likelihood of the 


taxpayer and the Inspector of Income Tax getting together. We do not believe 


that the interested parties will be very anxious to go before these boards. 


We suggest the regional boards so as not. to create a bottleneck at Ottawa. It 
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is also our opinion that there will be fewer appeals from the decisions of the 
regional boards. 

Mr. StrkeMAN: You do not anticipate an initial spurt of appeals when 
these boards are set up? 

Mr. EntwistuE: In all probability there will be. 

Mr. StrkemMan: But you feel that as the jurisprudence is built up to any 
degree that flow will subside? | 

Mr. ENTwIistie: Yes. 

Mr. StikEMAN: And at the same time a salutory influence will be exerted 
upon local and head office officials with whom you may be dealing, because both 
would have an acceptable precedent? 

Mr. ENTWIstLe: Yes. 

Mr. STIKEMAN: When you referred at page 5 in your brief to the possibility 
of increased remuneration for certain classifications and departments did you 
have any particular classification or employee in mind? 

Mr. EnrwistiE: In the first place, we think that the salary paid to the 
‘ Deputy Minister of National Revenue for Taxation is probably the most 
ridiculous salary in the Dominion of Canada. 

Mr. StrKEMAN: What do you think it should be? 

Mr. Entwistiu: We think it should be at least $20,000. It naturally 
follows that if the salary of the Deputy Minister is only $10,000, he cannot 
be expected to recommend that as much be paid to the Assistant Deputy 
Minister or to inspectors. We feel that the salary of the inspectors in the 
Montreal and Toronto districts, for example, should be at least $10,000. 

Hon, Mr. Hate: The maximum.is now $7,200? 

Mr. EntwistLte: Yes. We also feel that the salaries of the different grades 
of assessors are about 15 per cent below what they should be. 

Mr. STrKEMAN: Is that based on your experience as a professional accountant 
looking over the field of average salaries paid for average services rendered, 
or is that particularly with regard to the accounting profession? . 

Mr. EntwistLe: It perhaps has more regard to the accounting profession, 
and our own ideas as to the ability of the men who are undertaking this work. 
We believe that one of the reasons for the delay in assessments is that the 
department has lost a good many of its best men. | 
_ Mr. Srrxeman: You feel that 15 per cent is perhaps the average under- 
payment of all assessors in the department? 

Mr. Enrwistte: Yes. In arriving at that we have considered some of the 
figures already published. I believe the figures were submitted by the 
department. Our view is that they are low by at least 15 per cent. ; 

Mr. STIKEMAN: Have you any idea as to the salary ranges which might 
_ obtain among those officers exercising portions of the ministerial discretion—let 
us say assistant deputy ministers, certain members of the legal branch, the 
hierarchy between the assessors and the Deputy Minister? 

Mr. EntwisttE: That would depend to a great extent on the amount of 
time involved. If it became a full-time position it should be worth at least 
$10,000 per annum. 

Mr. StrkeMan: You perhaps misunderstand me. 

Hon. Mr. Hats: They are full-time employees. 

Mr. StikemMAN: I am referring to departmental officials above the rank 
of assessors but below the rank of deputy minister. 

Mr. EntwistiE: I think their salary should be somewhere in between the 
_ salary of the highest grade of assessor and the salary of the Assistant Deputy 
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Minister. In other words, if it were suggested that a salary of $12,500 would 
be more suitable for the Assistant Deputy Minister, that would give you a 
range between something like $5,000 and $12,500 for the others in between. 

The CHAIRMAN: Would you include the inspectors of the various offices in 
that? 

Mr. Entwistte: Yes. We think the inspectors of the two largest districts 
are grossly underpaid. 

Hon. Mr. Hara: What about the smaller districts, where perhaps the income 
is not so large but the number of returns is very great? 

Mr. EntwIstLE: The inspectors there do a tremendous amount of work, 
but do you think they assume the same responsibility ? 

Hon. Mr. Hare: I think they: assume far more. I understand that in 
London, Ontario, one firm pays a third of the tax collected. In Winnipeg 
the number of returns filed is tremendous. It seems to me there is just as 
much difficulty connected with the assessing of a great number of forms as 
with the assessing of a much smaller number on which larger incomes are 
reported. The man in London is paid more than the man in Winnipeg. 

Mr. Entwistte: We certainly believe that, on the whole, the inspectors 
throughout the country are pretty much underpaid. 

Hon. Mr. Campsetu: It is in the large centres, Toronto and Montreal, 
that the greatest volume of work arises? 

Mr. ENTWISTLE: Yes. 


Hon. Mr. Camppett: Have you any records to show what the arrears of 


assessments are? 
Mr. Enrwistte: No, we have no statistics, Senator Campbell. We are 
really just going by the experience of our members in public practice. We 


will say this, that one of the reasons for the delay in assessments is that the _ 


public accountants have been greatly understaffed, Just as the department 
has. The fault is not all with the department. Often the department will 
have to wait months for information requested from a professional accountant, 
because he is understaffed. 

Hon, Mr. CamppeLu: That condition has existed during the past. few years? 

Mr. ENTWISTLE: Yes. | 

Hon. Mr. Campsety: From your experience with the Toronto office, for 
instance, can you say how far they are behind in their assessments? 

Mr. Entwistie: It is very difficult to say. We have had a great number 
of assessments for 1943 and some for 1944, but on the other hand there are 
companies which have not been assessed since 1941. 

Hon. Mr. Campseti: Would you attribute that to the fact that the 
department’s offices are understaffed? 


Mr. Enrwistur: Yes, I would say understaffed, and also to the fact that~— 


the job of training personnel has been a terrific one. I do not think the 
~department’s experience is much different from the experience of the average 
public accountant who was quite short of trained men during the war and 
found that it took one to two years to train the staff he took on. 


Hon. Mr. Campsety: You say, as I understand, that delays in making © 


assessments are a subject of complaint on the part of-the tax-paying public and 
you feel that assessments should be speeded up some? 


_ Mr. ENTWISTLE: Yes, they should be. 
Hon. Mr. Campsenu: What do you think about a two-year limit? 


Mr. EntwistLe: We think two years is too short a term altogether. We | 


think the department should have at least three years. 
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Hon. Mr. Campsetu: A suggestion was made—I do not know whether in 
this brief or not—that interest should not be charged after the expiration of a 
three-year period. 

Hon. Mr. Bencu: Mr. Little suggested that. 

Mr, Enrwistie: I believe the recommendation of the Board of Trade 
was a little different from ours. Our recommendation is that the interest on 
the underpayment should accrue from the date of assessment until the amount 
is paid. In other words we suggest that the department should not commence 
to charge interest until it makes the assessment. 

The Cuarrman: That would tend to speed up the assessments. 

Hon. Mr. Campsetu: If a large taxpayer was short of working capital, 
might it not be to his advantage to claim a greater rate of depreciation than 
that to which he was entitled, and so have the use of extra money for perhaps 
three years? 

Mr. Entwistie: I can readily see that possibility, senator, and although 
it is not in our brief I believe we would recommend that a penalty be imposed 
for underpayment, a penalty of perhaps 5 per cent. 

Hon. Mr. Camppeiu: Rather than an interest charge? 

Mr. Entwistie: Yes, a penalty of 5 per cent on underpayments, and the 
interest rate to commence from the date of the assessment. 

Hon. Mr. Campsenu: On page 2 of your brief; dealing with discretionary 
powers, you say: “However, we also believe that there are cases where 
discretionary power based solely on technical interpretations of the Act may 
prove inequitable.” Have you any illustrations in that respect? 

Mr. Entwistte: Yes. We have particularly in mind the decision of Mr. 
Justice Thorson in Nicholson Limited v. Minister of National Revenue, in 


which he said, in part.:— 


The Court may not therefore substitute its own opinion as to the 
correct amount of expense to be allowed for the amount determined by the 
minister in his discretion under section 6 (2). The amount so determined 
is not open to review by the Court. The right of appeal to the Court 
conferred by the Act does not carry with it any right of appeal from 
the minister’s determination in his discretion under section 6 (2). 


Hon. Mr. Campsetu: If I understand you correctly, you are suggesting 
that in some cases the minister exercises his discretion to interpret the statute. 
Is that what you mean there? 

Mr. Entwistue: Yes, I think that is go. 

Hon. Mr. Campseu: Surely where there has been an interpretation of the 
statute the discretion is reviewable by the Court? I am wondering what 
particular sections you had in mind when saying that technical interpretations of 


_ the act may prove inequitable. Certain sections have been quoted to us as being 


sections in which the minister is given discretion, and it has been suggested that 
they should be changed to eliminate the discretion in those cases. The depreci- 
ation section, for instance, is one. But is not the chief complaint about 
ministerial discretion based upon the fact that the discretion is not necessarily 
exercised in the same way in all cases? 

Mr. Enrwistue: Yes, that is quite so. We had one instance where a 
doctor received a single man’s exemption in one income tax district, because 


his wife was also practising as a doctor, whereas in another income tax district 


he was allowed a married man’s exemption. He appealed in the case where 
he was declared to be entitled only to a single man’s exemption, but he was 


assured that there was no use in appealing. 
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Hon. Mr. Campsetu: Do you not feel that if an appeal from the exercise 
of the ministerial discretion could be made to a board, these questions could be | 
reviewed and dealt with properly? 

Mr. Entwistte: Yes, they could be. In the first place, it would be helpful 
if in as many cases as possible the minister’s discretion could be withdrawn. 


Hon. Mr. Campsetu: The point you make Is this: an accountant may 
know of cases where the Minister has exercised his discretion in a certain way 
in one instance and, although presented with the same -circumstances, he may 
not follow the same course in another instance? 

Mr. Entwistte: Yes. That is sometimes due to the special ruling that 
has come out in the meantime. 

Hon. Mr. Camppetu: There is a flagrant disregard of the discretion 
exercised in the one case, and you contend there 1s no appeal from the improper 
exercise in the other case? 

Mr. Entwistip: Yes. Though I must say we have very little knowledge. 
of that discretion having been exercised in a flagrant manner. 

Hon. Mr. Camppety: You feel it is uniformly exercised, do you? 

Mr. Entwistte: Not entirely, but on the whole it has operated fairly well. 

Hon. Mr. Campseiu: The point I am trying to make is that every person 
who comes here attacks the Act in respect to ministerial discretion and say 
this ministerial discretion should be eliminated from the Act, others say it 
should be eliminated from certain sections, and others again say that. its 
should be subject to review by a board. What is your conclusion? 

Mr. Entwistie: We believe that in some cases the Minister’s discretion 
should be withdrawn entirely. 

Hon. Mr. Campsetu: Have you any of those cases? That is the point. 

Mr. EntwistLE: These are just a few cases where we think it could. be 
withdrawn entirely and made part of the Act: Section 13 (2), where a dividend 
may be deemed to have been distributed and the shareholders taxed accordingly. 
We think that should be put right into the Act, that is, the terms under 
which a shareholder can and should be taxed should be in the Act, and not 
left to the Minister’s discretion. Section 47. I should like to read the entire 
section. It is short, but most important. 


Return or Information not binding on Minister 47.. The Minister 
shall not be bound by any return or information supplied by or on behalf 
of a taxpayer, and notwithstanding such return or information, or if no 
return hes been made, the Minister may determine the amount of the tax 
to be paid by any person. 


Hon. Mr. Campseiu: You say that should be left out of the Act entirely? 
Mr. Enrwistte: We think so. We do not think it should be left to the — 
Minister at all to tell any individual how much tax he should pay. 
Hon. Mr. Campsetu: Do you know of any cases where the Minister has 
taxed under that. section? 
Mr. EnrwisttE: No; but still we do not see any necessity for the section, 
he has the power. | : 
Hon. Mr. Campseu: I agree with you. : 
_ The Cuarrman: Mr. Entwistle, our counsel has just brought to my attention 
this judgment by Judge Thorson of the Exchequer Court:— Be 
The basis of taxability is fixed by the Act, and section 47 does not, in 
my judgment, give the Minister any power to depart from it. Such a 
power would have to be conferred in clear and explicit terms before 
effect could be given to it, and no such terms can be found in section 47. 
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-The view that the Minister may, under such section, permit a taxpayer 
to file his income tax returns on an accrual basis and assess him for 
income tax accordingly, notwithstanding the specific provisions of section 
3 and section 6 (a), is, in my opinion, quite untenable. 


Are you aware of that? 
Mr. EntwistiE: No. I am very glad to hear that citation, Mr. Chairman. 
Hon. Mr. Bencu: Would not that indicate something like this: a person 
might make no income tax return during his lifetime, and his lability would 
~ not be shown until he died and the succession duty return was filed? ‘This has 
happened in my own professional experience. Then surely the Department is 
in the position of having to determine in some way what that now deceased 
taxpayer should have paid. Certainly you cannot get a return from him, 
but you might get one from his personal representatives, though usually they 
are not competent to give the information upon which to make a return. Was 
not that the reason section 47 appears in the Act, to enable the Minister to 
make an assessment upon an individual who does not file a return or who files 
a false return? 

Mr. Entwistte: We do not know why this particular wording was used. 
We readily say that the Minister should have power to make the assessment 
where no return is made or where a return has been made improperly. In such 
event the Minister should certainly have power to increase the amount to a 
proper assessment, but we think that the Minister should have good grounds 
for increasing the assessment. : 

Hon. Mr. Bencu: You agree that the Minister requires to have such 
power, but you do not like the form in which it is now given in section 47? 

Mr. Entwistte: No. I am very glad to have the interpretation which has 
just been read by the honourable chairman given by Mr. Justice Thorson; 
but to a layman this simply means that in spite of the fact our returns go in 
according to the best of our ability the minister can tax us any amount he feels 
like taxing us. 

Hon. Mr. Hucsssen: Is there not some possible value in retaining that 
section in the Act? I recall its being invoked under very peculiar circumstances 
which were not covered by any section of the Act at all so far as anybody 
could tell. In that case the Deputy Minister based himself on section 47 by 
saying, “There is nothing in the Act which states definitely what the tax 
shall be, but I exercise my discretion under section 47 and say that the tax 
must be so and so.” Is it not possible that there may be isolated cases of 
that kind which would give value to that section? 

Mr. Entwistue: Yes, I am sure you are quite correct, Senator Hugessen. 
We believe, of course, that from the Department’s point of view they have 
a very good reason for every section of the Act, but from the point of view 
of the taxpayer we think it should be clarified. 

Hon. Mr. Hucessen: As I remember, the taxpayer was just as anxious 
as the Department was to arrive at some basis in that case. 

Mr. ENTWISTLE: Yes. 

The Committee adjourned until 2.20 p.m. 

The Committee resumed at 2.30 p.m. 

Hon. Mr. Camppetu: When we adjourned for lunch Mr. Entwistle was 
answering some questions I had asked dealing with provisions in the act. which 
he felt might be changed by eliminating the discretions vested in the Minister. 
Would he please proceed. 

Mr. Enrwistite: Under Section 5 (i) (b) the minister has power to allow 
a reasonable rate of interest on borrowed capital used in the business. We 
believe that that power should be eliminated. 
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Hon. Mr. Campsetiu: How would you deal with a matter of that kind? 
Is that section not intended to enable the minister to say that a rate, for — 


instance, of 10 per cent was unreasonable? 
Mr. EntTWIstTue: Yes. 


Hon. Mr. Campsety: How could it be dealt with apart from ministerial 
discretion? 

Mr. EntwistLe: If the company is under contract to pay 10 per cent 
it should pay it, notwithstanding the minister’s discretion. Under the minister’s 
discretion the difference between what is considered to be a reasonable rate and 
the amount paid would be disallowed for taxation purposes; notwithstanding 
that, whoever receives the 10 per cent would pay income tax on that. amount. 

Hon. Mr. Camppety: But is not that section put in: to prevent persons 
stipulating high and abnormal rates of interest? | 

~ Mr. Entwistur: I do not know why the section was put in there, 

Hon. Mr. Hucessen: I can quite see why the section is there. For instance 
fa borrower and lender were not at arms length but under the same control 
and for tax purposes they wanted to put more income into the hands of the 
lender and take it out of the hands of the borrower, they could do so. Surely 
that section is put in to deal with cases of that kind, taking money out of one 
pocket and putting it into another. 

Mr. Entwistte: No doubt it was intended to take care of attempts to 
evade taxation but as it reads if a firm borrows money at 4 per cent on say a 
two and a half million dollar issue of bonds, the minister has the power to say 
that the rate of interest is too high and that he will allow only 3 per cent. 


Hon. Mr. Camppett: If the Act provided for an appeal from the decision 
of the minister, do you not think it would suffice? 


Mr. Entwistie: This seems to be one of those cases where the Minister 
has sole discretion. If an appeal board such as we discussed this morning were 
set up, no doubt quite a number of discretionary powers could remain in 
the Act. 


Hon. Mr. Camesetu: The chief objection of the taxpayer is that the 
Minister’s discretion is final? 

Mr. Entwistup: Yes, that there is no appeal. 

Hon. Mr. Campsett: And the exercise ‘of that discretion results in the 
imposition of a higher tax? 

Mr. ENTWISTLE: Yes. 


The CuHarrMAN: Have you ever had such an extreme case as that of a 
company which had issued 4 per cent bonds and the Minister allowed only 
3 per cent? 


Mr. Entwistte: No. We have had an instance, though, where the depart- 
ment declined to recognize any interest at all on advances of another company 
which happened to have one or two shareholders with some interest in the 
parent company. I may say that after quite a bit of negotiation the depart- 
ment eventually allowed that, but under this section there 1s the power to 
disallow it. 


The CHairMAn: While the power may not have been used unfairly, still - 


the power is there? 
Mr, ENTwIstLH: Yes. 
Hon. Mr. -Campsetu: And there is no appeal from the exercise? 
Mr. ENTWISTLE: Quite so. : 


Hon. Mr. Campseitit: A number of witnesses have said in a more or less - 


general way that these discretionary powers should be eliminated. I feel it 
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would be helpful to have on record a statement of difficulties that have been 
encountered because of these discretionary powers. 

Mr. ENnTwistLte: Under section 6 (2) the Minister has power to decide 
that any expense is in excess of what is reasonable or normal for the business 
carried on by the taxpayer. 

Hon. Mr. CAMPBELL: Have you any alternative suggestion? 

Mr. Entwistie: We prefer the wording of the English Act. In effect 
that allows expenses laid out in connection with the particular trade or calling 


of the taxpayer. There is no restriction to expenses “wholly, exclusively and 


necessarily laid out-or expended for the purpose of earning the income.” 

Hon. Mr. Campsetu: Is it not a fact that the department does go beyond 
the provisions of the Act in allowing many expenses which properly are not 
allowable under the Act as it is now drafted? . 

Mr. Entwistite: Yes, that is undoubtedly true. 

Hon. Mr. Campspetit: And you feel the Act should be amended so as to 
state what is really intended? 

Mr. Entwistue: Yes. The committee has already had attention called to 
the fact that fire insurance premiums cannot be said to have been laid out for 
the purpose of earning the income, yet they are allowed as deductible expenses. 
Perhaps unnecessary advertising is another item in the same class. It is rather 
difficult to say how much income, if any, 1s earned through an expenditure on 
advertising. , 

Hon. Mr. Hate: If you do not advertise, your business disappears. 

Mr. EntwistLe: Not necessarily. 

The CHAIRMAN: Brewers and distillers have been publishing advertisements 


-having nothing to do with their own businesses but calling attention to historic 


events and so on, and the only thing in the way of advertisement of the 
company is derived from mention of the company’s name. 
Hon. Mr. Haig: That is known as goodwill advetising. 


Hon. Mr. Hugnussen: That may be, but the cost of the advertisement is 
not expended for the purpose of earning the income. 

Hon. Mr. Hata: No. Any business that depends on goodwill needs to 
advertise. The automobile people, for instance, ran a series of advertisements 
during the war, and I think they were justified in that. My experience has 
been that the department will not disallow an expense of this kind unless it 
looks suspicious, and whenever I have come across anything lke that I have 
advised my client that the claim could not be sustained. 

Mr. Entwistte: We find considerable dissatisfaction arises from the 
manner in which the Minister’s discretion is being exercised under section 6 (2), 
with respect to unincorporated businesses. We have cases where a proprietor is 
making, say, between $20,000, and $30,000, not in a war business at all, and 
just because he has been in the habit of drawing only $2,500 or $3,000 and 
plowing all the other profits back into the business, the Minister, through his 
officials, allows only a very low salary. We feel it is unjust to unincorporated 
businesses to limit their salaries to a maximum of $5,000. The departmental 
officials cannot allow more than that, and in many cases they allow considerably 
less. In a majority of the cases the salaries allowed to proprietors of unincor- 
porated businesses are altogether too low, and much dissatisfaction is caused on 
that account. 

Hon. Mr. Campsetu: That is only affected by the excess profits tax, not 
by the income tax. 

Mr. EntwIistue: No, it is not affected at all by the income tax, but very 
seriously affected by the excess profits tax. 


274 SPECIAL COMMITTEE 


The Carman: I suppose that if the proprietor, in an attempt to escape 
that, incorporates his company, he becomes subject to double taxation? 

Mr. Entwistie: Yes, but in the meantime if he carries on the same policy 
of plowing his profits back into the business he will not be taxed until such 
time as he distributes his earned surpluses. This one section is having the 
effect of creating a great many corporations. The proprietor of an unincor- 
porated business can incorporate and go back to the department and receive 
a higher salary allowance than he got before. 

Hon. Mr. Campseuu: Is that not one of the best examples of the exercise 
of ministerial discretion in a way that discriminates between one taxpayer and 
another? A partner in a grocery business, for example, may be allowed a salary 
of only $2,500, but a man carrying on the same business through an incorporated 
company may be allowed a much larger salary? Have you found in your 
practice that that does exist? | 

Mr. Enrwistue: It definitely does exist. And there are some classes of 
business that cannot be incorporated. I have in mind, for instance, members of 
the Montreal Stock Exchange and Toronto Stock Exchange. ‘They also are 
limited to what is very often a ridiculously low salary in the circumstances, 
$5,000 for each partner. 

Hon. Mr. Campsetu: Their constitution does not permit them to carry 
on business as an incorporated company? 

Mr. Entwistite: No. Then there is the right given to the Minister, under 
section 6 (1) (n), to determine the amount of depreciation that may be 
allowed. We think that every taxpayer should be entitled to a reduction for 
depreciation, and that this should not be within the discretion of the Minister. 
Also, section 6 (1) (0) gives the Minister the right to allow provincial taxes as 
a deduction in determining taxable income. We feel that provincial taxes 
allowable as a deduction should be stipulated in the act, and that such | 
provincial taxes as are not allowable as a deduction should also be stipulated 
in the act. | 

Hon. Mr. Campsety: Have you any suggestions to make to the committee 
with respect to allowances for obsolescence? 

Mr. Enrwistte: Under the act as it now reads, if a firm is able to make 
a capital profit on a fixed asset, such capital profit. is not taxable. Now, it is 
perhaps a little too much to expect the department to allow a capital loss, 
due to obsolescence, when a capital gain on the sale of am asset is not. taxed. 
No doubt there are instances where the rates of depreciation and the rates of 
depletion are not sufficient to cover obsolescence, but unless capital gains on 
the sale of assets are taxed it would seem unreasonable to allow for obsolescence 
beyond the rates generally allowed for depreciation and for depletion. 

Hon. Mr. McRar: Mr. Chairman, the representative of one of the stock 
exchanges suggested to us that insurance premiums on the life of the senior 
member of a firm should be allowable as a deduction, as covering what iL 
might call physical depletion. What is your opinion in regard to that, Mr. 
Entwistle? 

~ Hon. Mr. Camppeiu: Particularly with respect to accountants and lawyers. 

Mr. Enrwistie: We think that business life insurance premiums should 
not be allowed as a deduction when the amount eventually recovered is not 
taxed. If business life insurance premiums were allowed as a deduction for 
taxation purposes from year to year, it would be perfectly reasonable for the 
department to tax the principal sum when it was paid to the beneficiary. 

Hon. Mr. Hate: That applies to individuals too, I suppose? 

Mr. Enrwistte: Yes.. I do not think the taxpayer cam expect to have. it 
both ways. He cannot expect to be allowed to deduct the premiums paid 


TAXATION 275 


from year to year, if the principal amount payable to the beneficiary is to be. 
free of taxation. . 

The CHarrMAN: Are there any further questions? If not, we will call 
the next witness. I wish to thank you, Mr. Entwistle, on behalf of the committee 
for your excellent presentation. 

The next brief is from the Canadian Electrical Association and will be 
presented by Mr. C. S. Richardson, K.C, Will you come forward, Mr. 
Richardson? 

Mr. RicHarpson: Mr. Chairman and honourable members, I understand 
you would like to have the brief read. 


The CHAIRMAN: Yes. 


Mr. Ricuarpson: Associated with me, Mr. Chairman, are Colonel J. K. 
Wilson, President of the Canadian Electrical Association, and Mr. Frank 
Gates, C.A. ; 


BRIEF OF THE CANADIAN ELECTRICAL ASSOCIATION TO THE 
SPECIAL COMMITTEE OF THE SENATE OF CANADA 
APPOINTED TO EXAMINE INTO THE PROVISIONS AND 
WORKING OF THE INCOME WAR TAX ACT AND THE EXCESS 
PROFITS TAX ACT 


PURPOSE OF THE BRIEF 


The Canadian Electrical Association represents practically all of the pri- 
vately owned electric power utility companies doing business in Canada. 

This Association submitted a brief in 1937 to the Royal Commission on 
Dominion-Provincial Relations, pointing out that the application of the Income 
War Tax Act resulted in discrimination through the commercial activities of 
governments which were exempted from nearly all of the taxes paid by private 
companies engaged in identical activities. This condition still pertains. 

While the Association requests the Committee to take cognizance of the 
_ submissions made by the Association in 1937, this brief is concerned solely with 
the disallowance, for income tax purposes, of bond discount and premium and 
expenses incurred in connection with the issue of bonds and other forms of 
funded debt. 

The Income War Tax Act has been interpreted as disallowing, as deductions 
for Income Tax purposes, the amortization of discount, premium and expenses 
incurred in connection with bonds, debentures and other forms of funded debt 
(herein referred to as “Bonds”). The Association requests that the Act be 
amended so that such items may be allowed as proper deductions in determining 
taxable income. 

Discount, premium and related expenses fall into two main categories:— 


(a) Original Issues 
(6) Refunding Issues 


In connection with original issues and refunding issues, the following factors 
arise :— 


(i) Discount or premium representing the difference between the principal 
amount and the proceeds derived from the sale of the bonds. 
(ii) Expenses incidental to the issue of such bonds. 
In the case of refunding issues, all the foregoing factors are found 
with the following additional factors: 
(111) Unamortized discount, premium and expense on the refunded issue. 
(iv) Premium paid on redemption of the refunded issue. 
(v) Expenses incidental to redemption of the refunded issue. 
628523 
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It is generally recognized and the best accounting practice has established 
that such factors form part of the cost of borrowing and should be amortized 
over the life of the original or refunding issue, as the case may be, for the purpose 
of determining the net income for any fiscal period. 


NATURE OF BonpD DIscouNT oR PREMIUM 


When bonds are issued, it is usually necessary to make an adjustment for 
the difference between the stipulated rate of interest payable on the bonds and 
the effective rate of interest (the rate at which the bonds could be sold at par) 
for the type of security so issued. This adjustment is made by means of a 
discount or premium representing the difference between the principal amount 
of the bonds and the proceeds received when they are sold. 

By amortizing the discount or premium over the term of the bonds, the 
effective interest applicable to each fiscal period ig established. 

Trust deeds covering an issue of. bonds almost invariably provide for 
redemption of the bonds before maturity upon the payment of a premium. When 
such an issue is refunded, any premium paid on its redemption is amortized 
over the term of the refunding issue and forms part of the effective interest of 
that issue. 


EXPENSES [NCIDENTAL TO ORIGINAL AND REFUNDING ISSUES 


The expenses incidental to original issues are:— 
(a) Underwriters’ commission 
(b) Printing Trust Deed and engraving bonds 
(c) Trustees’ fees 
(d) Legal, Auditing and Notarial fees 
(e) Registration fees 
(f) Redemption expenses of refunded issue . 
(g) Balance of unamortized expenses in conection with refunded issue. 


It is the accepted accounting practice to amortize such expenses over the 
term of the refunding issue. Another item of expense frequently encountered 
is the over-lapping of interest—paid from the date of issue of refunding bonds 
to the date of call of refunded bonds—which might be charged against the current 
year’s income or amortized over the life of the refunding issue. 

It is not possible to borrow through the medium of bonds without incurring 
some or all of the expenses referred to above. 


RELATIVE TAX LEGISLATION AND JURISPRUDENCE 


(a) Legislation 
The sections of the Income War Tax Act which apply specifically to this 
subject are sections 3, 5 (1) (b) and 6 (1) (a). 
Section 3 defines “Income” and, to the extent considered relevant to this 
Brief, reads:— 

Sec. 3. “Income’”—1. For the purposes of this Act, “income” means 
the annual net profit or gain or gratuity, whether ascertained and capable 
of computation as being wages, salary or other fixed amount, or unascer- 
tained as being fees or emoluments, or as being profits from a trade or 
commercial or financial or other business or calling, directly or indirectly 
received by a person from any office or employment, or from any profession 
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or calling, or from any trade, manufacture or business, as the case may 
be whether derived from sources within Canada or elsewhere; and shall 
include the interest, dividends or profits directly or indirectly received 
from money at interest upon any security or without security, or from 
stocks, or from any other investment, and, whether such gains or profits are 
divided or distributed or not, and also the annual profit or gain from any 
other source including... . 


Section 5 (1) (b) reads— 

Sec. 5. Exemptions and deductions.—1. “Income” as hereinbefore 
defined shall for the purposes of this Act be subject to the following 
exemptions and deductions:— 

(b) Interest on borrowed capital—Such reasonable rate of interest on 
borrowed capital used in the business to earn the income as the Minister 
in his discretion may allow notwithstanding the rate of interest payable 
by the taxpayer, but to the extent that the interest payable by the 
taxpayer is in excess of the amount allowed by the Minister hereunder, 
it shall not be allowed as a deduction and the rate of interest allowed 
shall not in any case exceed the rate stipulated for in the bond, debenture, 
mortgage, note, agreement or other similar document, whether with or 
without security, by virtue of which the interest is payable. 


Section 6 (1) (a) reads— 

Sec. 6. Deductions not allowed—1. In computing the amount of the 
profits or gains to be assessed, a deduction shall not be allowed in 
respect of 

(a) Expenses not laid out to earn income.—Disbursements or expenses 


not wholly, exclusively and necessarily laid out or expended for the purpose 
of earning the income; 


(6) Jurisprudence: 


Two Canadian cases are of interest in this connection:— 
Montreal Light, Heat & Power Consolidated and 


Minister of National Revenue (1944) Canada Tax Cases, 94 
Montreal Coke & Manufacturing Company and 
Minister of National Revenue (1944) Canada Tax Cases, 94 


In the case of Montreal Light, Heat & Power Consolidated, the Company 
had in 1936 over $27,000,000 principal amount of outstanding 5 per cent bonds 
payable at the holder’s option as to principal and interest in Canadian, United 
States or English currency. The Company decided, in order to reduce the heavy 
annual charges for interest and exchange, to issue new bonds at 24 per cent 
and 34 per cent for a total amount of $15,000,000. The balance of funds 
necessary for retirement of the original issue was provided by the-sale of certain 
of the Company’s investments. The transaction effected a saving of approxi- 
mately $300,000, thus increasing the Company’s taxable income per annum. The 
Company claimed as deductions from income the expenses incurred in such 
- operation, which included the premium and foreign exchange paid on calling 
in the old bonds, the discount on the sale of the new bonds and certain incidental 
expenses. The total claimed was approximately $2,250,000, which the Company 
proposed to amortize over the life of the new bonds. In addition, an expenditure 
of approximately $80,000 was claimed in respect of the same year—1936— 
representing the overlapping interest for a period of sixty days paid on the 
_ refunded bonds and the refunding bonds. 
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The question arose as to whether the refunding expenses were allowable 
deductions for income tax purposes. The Exchequer Court held that the 
expenses were not deductible under Section 6 (a) as expenses incurred for the 
purpose of earning the Company’s income and accordingly they were disallowed. — 
The Exchequer Court decision was upheld upon appeal by both the Supreme — 
Court of Canada and the Judicial Committee of the Privy Council. 

The same questions were dealt with in the Montreal Coke case with the 
same result. 


COMMENTS AND RECOMMENDATIONS 


Set forth in the Appendix annexed hereto are quotations from publications 
of recognized authorities in the field of accounting of Canada, the United 
Kingdom and the United States which confirm the statements expressed as to 
accounting practice referred to herein. The Association is not aware of any 
authorities which do not hold similar views. 

The result of the present interpretation of the Act in regard to these matters 
is that corporations are permitted to deduct, as expenses in arriving at taxable 
income, a purely nominal rate of interest as stated on the face of the bond. 

Very few bonds are sold by the issuer at par, which would be the condition 
if the effective rate of interest and the bond rate of interest were identical. 


As example: A company could issue a 4 per cent bond at a premium, while 
another company in similar circumstances issues the same 
amount of 3 per-cent bonds at a discount. The difference in 
the sale price is governed solely by the coupon interest rate. 

In comparing the two Companies, the first gets one-third 
greater interest deduction for tax purposes and a tax-free 
profit from the premium while the second company is 
permitted less interest expense and incurs a discount loss 
which is not allowed for tax purposes. Specifically, on a 
$10,000,000—20 year issue made on, a market supporting a — 
34 per cent rate, the first company is permitted $400,000 — 
interest deduction in establishing taxable income as well as 
obtaining a non-taxable cash profit from. the premium of 
$715,000 while the second company would be entitled to 
charge only $300,000 interest per annum for tax purposes and 
would have a cash loss on the discount of $715,000 non- 
deductible for tax purposes. 


This situation would permit companies to make substantial non-taxable profits 
when their bonds are sold at a premium. 

A company could sell bonds at a coupon rate high enough to justify their 
sale at a premium, sufficient to cover underwriters’ commissions and expenses 
of issue and at the same time give the purchaser a yield equal to or greater 
than a lower interest bearing bond sold at a discount. The borrowing company — 
would consequently be relieved of issue costs and such costs, while buried in the 
interest, would be an allowable deduction in determining taxable profits. This 
type of financing is not generally adopted because the investing public and 
non-investment corporations are taxable on the higher interest rate with ‘no 
allowance for amortization of premium. Consequently, they prefer the lower 
interest rate with the difference between cost and maturity value not being — 
taxable. Such conditions favour the investor at the expense of the debtor. 
The incentive of corporate management to effect economies in interest expense 
under favourable markets is discouraged because of the disallowance, for tax 
purposes, of the call premiums, discounts and expenses. The interest savings — 
are substantially offset by the increased taxes. a 

In the case of redemptions at a premium, in the hands of individuals and — 
of most companies, the tax regulations call for the treatment of this premium 
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as income in the hands of the holder while the premium is not allowed as an 
expense item of the issuer. 

Refunding operations are ordinarily undertaken by a corporation in a 
market of falling rates for the sole purpose of reducing annual expenses— 
thereby increasing its taxable income. It, therefore, seems fallacious to disallow 
as a deduction from income the annual amortization of bond discount or premium 
and expenses incidental to refunding operations. 

With regard to expenses of issue and selling commissions, such items for the 
most part constitute taxable income in the hands of the parties to whom they 
are paid and their present disallowance for tax purposes against the debtor 
company results in double taxation. 

The present practice of disallowing the amortization of bond premium or 
discount and expenses incidental to funding and refunding operations as a 
deduction from taxable income discriminates against the taxpayer which finances 
its business by issuing bonds as compared with one which finances through 
bank loans, mortgages or private loans. In the latter case, the full interest cost 
is allowed as an expense but for the former only the nominal or coupon rate 
is allowed. 

The Association accordingly recommends that-there be allowed as deduc- 
tions for the purpose of determining taxable income.—— 

(a) The effective interest on bonds consisting of the nominal or stipulated 

rate and the amortization of bond premium or discount. 

(b) In respect of refunding issues, there also be allowed the amortization 
of any premium paid on redemption of the refunded issue together 
with the amortization of the balance of unamortized discount or 
premium relating to such refunded issue. 

(c) All expenses, other than those referred to above, incidental to either 
original issues or refunding issues. 


THE CANADIAN ELECTRICAL ASSOCIATION 
Montreat, April, 1946. 


The CuHairMAN: Thank you, Mr. Richardson. 

Hon. Mr. Campsetu: Your point there is, not what you do but how you 
do it under the Act? 

Mr. RicHarpson: That is right, Mr. Campbell. 

The CuatrMaAn: Mr. Stikeman. 

Mr. Strxeman: On page 5 of your brief, Mr. Richardson, you say: 

In the case of redemptions at a premium, in the hands of individuals 
and of most companies, the tax regulations call for the treatment of this 
premium as incomé in the hands of the holder while the premium is not 
allowed as an expense item of the issuer. 


I notice you close your brief without any specific recommendation with respect 
to premiums upon redemption. Is it your view that there is sound authority 
for the taxation of premiums upon redemption? 

Mr. Ricuarpson: I do not know, Mr. Stikeman, that I would be prepared 
to answer on behalf of the Association. We were thinking there particularly 
of the section of the Income Tax Act, I think section 18. 

Mr. STIKEMAN: Section 17. 

Mr. RicHarpson: Yes, section 17. 

Mr. StikpMan: That refers only to preferred shares. 

Mr. Ricuarpson: Yes, but I understand that in recent years the practice 
of the Department has been to tax similarly premiums upon the redemption of 
bonds. 
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Mr. StrxkEMAN: You have had experience in that connection? 

Mr. RicHarpson: I believe so. 

Mr. StrkemMan: And would you be prepared to extend your brief to say that 
premiums be not taxable upon redemption of bonds? 

Mr. Ricuarpson: I do not know that I am prepared to say that on behalf 
of the association. 

Mr. StrKEMAN: It is my understanding that the basis for the departmental 
regulation is found in two English cases, about which I spoke earlier and the 
names of which I now have. They are Lomax vs. Peter Dixon and Son, Limited, 
1943 T.R. 221; and the other is the Commissioners vs. Thomas Nelson and 
Sons. The reason I mention these two pieces of jurisprudence is to ascertain 
whether in your experience the department has ever made any distinction 
- between taxation of the premiums upon redemption and the taxation of premiums 
when the bonds are not redeemed directly but are purchased through a broker. 

Mr. RicHarpson: Not in my experience. 

Mr. StikeMAN: From these two cases there were two different outcomes. 
In one case the premium was taxed by the English authorities and the taxation 
was upheld by the courts; in the other case it was not upheld. The reason being, 
as I understand it, the one was purchased on the open market and the other was 
redeemed by the company. I believe that is the basis for the departmental 
regulation, and I was therefore interested to find whether your association 
desired a ruling to the effect that premiums be or be not taxable. 

Hon. Mr. Haypen: You do ask that the premiums as paid by the company 
be an item of expense? 

Mr. Ricuarpson: That is right. It would seem reasonable that it should 
be similarly taxed in the hands of the recipient. 

Hon. Mr. Haypen: Then are you going to stick him with the incomee tax? 

Mr. Ricuarpson: I am not prepared to answer on the question of administra- 
tion there. PC 3 

Hon. Mr. Hate: The only way you can beat that is to sell it on the market 
before it redeems. That is the way we did with the Winnipeg Electric. 

Hon. Mr. CaAmMpPpsBe.u: It is not what you do, it is the way you do it. 

Hon. Mr. Hate: We did it the right way. 


Mr. StrxemMAn: Am I correct in my understanding, Mr. Richardson, that 
your brief entails the necessity of amending Section 5 (a)? | 

Mr. Rrcuarpson: That is quite correct. The association, with its representa- 
tives, Mr. Gates, myself and others, really thought that we might, with a 
measure of propriety, suggest te you some amendments. Unfortunately by the 
reason of pressure of other matters we have not had the opportunity to do so. 
However before you finish your report, Mr. Chairman, we may be able to send 
you some such amendment. I am sorry that we have not got it here today. 

Mr. StrkeMAN: I am sure your suggested amendments would be of interest 
to the committee. I gather the line such amendment would follow would be 
to grant greater parity of treatment of financing in the nature of bonds than 
that of bank loans or inter-company accounting. 

Mr. RicHarpson: That is correct. 


Hon. Mr. Hucessen: To follow that same line of thought, 1f a company 
was financed by issuing shares at a discount, would you allow the discount 
as an expense? 

Mr. Ricuarpson: Do we issue many shares at discount? . 

Hon. Mr. Hucessen: Par value shares under the charter of the company 
are allowed to be issued at a discount. 
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Mr. Ricuarpson: I believe you are thinking largely in the field of 
mining shares. 

Hon. Mr. Hucrssen: Not necessarily. You may have $100 preferred 
shares, and they may be issued at a discount of 2 or 3 per cent. Under 
those circumstances would you say that that discount should be treated as 
a reduction? 

Mr. Ricuarpson: I do not know that I am prepared to go that far. I 
am sure Mr. Chairman and honourable senators will appreciate that in the 
question of shares of a company there is a proprietary of interest, whereas 
under the other circumstances it is a question of creditors. I think that may 
explain the distinction. 

Hon. Mr. Hucressen: I am speaking from the point of view of what is 
a proper charge against income for expenses for financing, and it seems 
whether it be by way of shares or bonds the premium would be the same. 

Mr. RicHarpson: That may be quite right, but in my mind the difference 
would be quite apparent—one would be a shareholder rather than a creditor. 

The CHatRMAN: The shareholders need never be bought out; the company 
never redeems its shares, but it must redeem its bonds. 

Mr. RicHarpson: Or retire them. 

Mr. Stikeman: To return to the point of your projected amendment, 
Mr. Richardson, of section 5 (a), do you feel that any amendment to section 
5 (a) would ensure an immunity to the various expenses disallowed under 
section 6 (a)? Would it not be necessary to amend section 6 (a)? 

Mr. RicHarpson: I -think probably one would have to go further and 
amend section 6 (a). 

Mr. STIKEMAN: Have you considered such an amendment? 

Mr. RicHarpson: We have. 

Hon. Mr. CamMpsetu: We would like to have the amendments. 

Mr. RicHarpson: I am sorry we have not got them here today, but we 
will forward them to Mr. Stikeman. 

Hon. Mr. Campsetu: We feel that section 6 (a) requires some revision. 

Mr. SrikEMAN: To go a step further do you not feel it would also be 
necessary to amend section 3? 

Mr. RicHarpson: As a matter of fact, I think you should amend the 
whole act. . 

Mr. StrkeMAN: But, speaking only on this point. 

Mr. RicHarpson: Confining myself to your qtestion, my answer is yes. 

Mr. StrkeMAN: Do you have a suggested amendment of section 3? 

Mr. Ricuarpson: I appreciate the onerous duties that fall upon this 
committee, and I should like’ to take a hand in them. 

The CHArRMAN: Provided it does not go to further sections? 

Mr. Rrcuarpson: If you confine it to these three sections. 

Mr. Strxeman: Your brief has confined it for you. 

Mr. RicuHarpson: That is right. 

Mr. StikEMAN: In amending section 5 (a) would you remove the wide 
discretionary powers which the minister has under that section, or would you 
leave these discretionary powers and merely extend the field of his discretion to 
all kinds of funded indebtedness? 

Mr. Ricuarpson: If I might speak for myself for a moment, in the limited 
practice I have had before the department I have no complaint with regard 
to discretion exercised. For some clients, I think I have not got all I wished 
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or asked for: however I do think that in many cases you must have supervised 
discretion. In answering your question directly, I would be satisfied, and 
I am sure the association would be, with a measure of discretion. The point 
that we confine ourselves almost entirely to is the question of fairness. We 
believe that bond discount and bond premiums should be regarded as expend- 
itures and allowed for the purpose of ascertaining taxable income. 


Hon. Mr. Haypen: If as you say these items on refinancing should be 
allowable expenses for tax purposes, then there is no question of discretion 
involved. It is just a statement of principle. 

Mr. RicwHarpson: To that degree, that is quite correct. 

Hon. Mr. Haypen: Maybe that would be the safest way to put it. 

Mr. RicHARpDsoN: Our association would be pleased to put it that way. 

Mr. StikeMAn: You said, Mr. Richardson, in answer to my question that 
you had had no experience of an objectionable nature in the exercise of discretion. 
Should that answer be limited to the exercise of discretion under section 5 (a) 
or throughout the act? 


Mr. Ricuarpson: Largely to section 5 (a) and fairly generally throughout 
the act. 


Hon. Mr. Haypen: What do you mean by “objectionable”? 


Mr. StrkeMan: That was my word. I meant objectionable to the interest 
of the taxpayer. 


Hon. Mr. Haypen: If he did not get all he asked for I think it would be 
objectionable. 


Mr. Srikeman: No, I think “objectionable” would be a discriminatory 
exercise. 


Mr. Ricuarpson: I think I understand what Mr. Stikeman meant—some- 
thing that was obviously beyond what a fair and reasonable man would regard 
as equitable. 

Hon. Mr. Camppeu: Surely that is not the experience of everybody, other- 
wise the people would be entirely satisfied with the method under which 
discretion has been exercised, and there would not be a clamour for appeals. 
I know many members of the profession who say that if they had an opportunity 
of going to a board of review they felt they had made out a case that would be 
considered in a different manner by such a board. 


Mr. Ricuarpson: I am bound to confess that dealing with some of the 
sections, other than section 5 (a) there have been cases where I would have 
liked to go to a board. There is no doubt about that. 

Hon. Mr. Campseti: Mr. Richardson, I have not read the appendix to the 
brief, but I gather from what has been said that the accounting authorities 
recognize the advisability and necessity of amortizing the cost of refunding. 


Mr. Ricwarpson: May I, with your consent, allow Mr. Gates to explain 
that. He is a chartered accountant with wide experience and can answer the 
question more directly than can I. 

Mr. Garrs: That is true of all the accounting authorities that we have 
reviewed and it certainly is the current practice to amortize such expenses in the: 
manner as set out in the brief. z 

Hon. Mr. Camppetu: They are expenses which must be written off; they 
cannot be capitalized in any way. : 

Mr. Gates: Yes, they are deferred and written off. 

Hon. Mr. Campsetu: Your whole submission is that, as well as the opinion 
of the authorities, it should be an item of expense and amortized over the period 
of the issue and charged in income? 

Mr. Gates: That is right. 
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Hon. Mr. Camppetu: It has to be treated that way, from the standpoint of 
sound accounting practice, so far as the corporation is concerned? 

Mr. Gates: That is so, for the purpose of determining the income of the 
corporation—in fact for all purposes. 

Hon. Mr. Haypen: Do you amortize it against taxable income or against 
income on which taxes have already been paid? 


Mr. Gates: The present practice is to amortize it against income. 


Hon. Mr. Haypen: Is it against taxable income or against income that has 
already been taxed? 

Mr. Gates: It has been disallowed for tax purposes. 

Hon. Mr. Hucessen: I think it would be of assistance to the committee if 
we knew what disposition other countries make of this expenditure. For instance, 
do they allow it in the United States or in England? : 

Mr. Gates: I am not familiar with the United Kingdom. In the United 
States I understand they allow it as an expense. I am speaking solely with 
respect to Canada. 

Mr. Ricuarpson: On that point, Mr. Chairman, may I cite a case concerning 
the practice in the United States. I am referring to Coke and the Montreal 
Light Heat and Power case, 942, Canada Tax Cases, pages 14 and 15. The then 
Mr. Justice Rinfret had this to say: ‘The learned president”—referring to the 
president of the Exchequer Court—“further stated that the law in England is 
different and ‘English decisions could have no application here .... In the 
United States, expenses incurred in connection with the refunding or retirement 
of bond issues are governed by a set of rules issued by the Treasury Department 
in 1938, and it is probable that there, under such rules, the disbursements here 
would be allowed as deductions.’ ”’ 

I do not know whether that regulation has been changed since, but it would 
appear from that case under a ruling of the treasury of the United States that 
such disbursements would be deductible. 


The CuHatrMAN: It is only in the regulations; it is not in the statutes. You 
- would like to see it in the statutes. 


Hon. Mr. Hucrssen: Perhaps the committee would like to know what the 
rules are in the United States. 


Hon. Mr. Haypen: Have you got them, Mr. Stikeman? 


Mr. StikemaANn: Not on that point. I understand that in England the depart- 
ment relied on these two cases. 


Mr. Ricuarpson: We shall try to find those United States rules, Mr. 
Chairman. 

I want to make one other observation, which is perhaps pertinent in respect 
to Senator. Campbell’s question to Mr. Gates. This does not appear in the brief. 
We obviously have no quarrel with the jurisprudence followed by the depart- 
ment, particularly the two cases so aptly cited by Mr. Stikeman; but it seems to 
us, gentlemen, that if the Board of: Directors of any company in any field of 
activity in Canada were to go to their lawyers or their chartered accountants 
and say, ‘““‘We want to find out what are our net profits available for the declara- 
tion of a contemplated dividend,’ we would probably find that the amount 
could only be ascertained after expenses of this character had been taken into 
account. And it does seem that, in the light of certain judicial decisions, not 
only in England but in Canada where, so to speak, a differentiation is made 
between business practices and tax practices, the act should be changed or the 
regulations modified so as to make tax practices coincide with legitimate business 
practices. . 


Mr. Srikeman: Are you familiar with the reference made in the Bar 
Association brief to Lord MacMillan’s suggested redrafting of the English 
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section, which compares to our section 6 (1) (a), in which he imported the idea 


of normal business and accounting expenses incurred for the purpose of the 
business? | 


Mr. RicHarpson: Not as well as I should be, Mr. Stikeman, as a member — 


of the bar. : 

Mr. Strxeman: I was wondering whether, in formulating your general 
redraft of section 6 (1) (a), you subscribe to the idea that expenditures of that 
type and of the hypothetical type that you now put before us should be brought 
into line wholly with normal business and accounting practice. 

Mr. Ricuarpson: I thoroughly subscribe to that. 

The Cuatrman: Are there any further questions? If not, I wish to thank 
you very much, Mr. Richardson, for coming here and making these helpful 
suggestions. 

Hon. Mr. Hata: Mr. Chairman, I would like to submit my brief now. 

The CHatrMaANn: It looks formidable. 

Hon. Mr. Campsett: We probably would hear Senator Haig better if he 
went in the witness box. 

Hon. Mr. Haic: All right. Before I begin with the brief I want to say that 
I am not entitled to any credit for it, but if any fault is found with it I will 
take full responsibility. . 

This brief is submitted as representing the thoughts of a large number 
of persons on the provisions and workings of the Income War Tax Act and 
the Excess Profits Tax Act. It is hoped that the suggestions made herein will 
be of some interest and value. 7 

Information with regard to these taxing statutes and by which the 
taxpaying public can ascertain their hability are obtained from three sources, 
as follows:— : 

1. The statute law which is the laws and their various amendments as 

enacted by Parliament; 


2 The case law which is the interpretations of the statute law which has — 


been placed upon it by the courts; 
and 

8 The administrative law or procedure which includes the regulations, 
instructions and interpretations issued by the Minister and_ the 
officials under him in the actual administration of the terms of the 
statute law itself. 


For purposes of convenience it is proposed to discuss these subjects in 
the order given above. 


1. The Text of the Statute Law 


In giving consideration to the present terms of the Income War Tax Act 


and the Excess Profits Tax Act it is fully realized that they must of necessity 
be of a complex nature designed as they are to cover all phases or methods 
under which people receive an income or earn a livelihood. The Acts them- 


selves are highly technical and full and proper consideration would necessitate 
having available a very wide amount of information, statistics and an 


understanding of the policies upon which its terms are based. 
Its scope and effect have been accentuated by the recent war. While 


primarily designed to raise revenue, it has also admittedly been used to exercise 


certain controls necessary for the general welfare of the country. It is not 
felt that in this brief there should be a discussion of the reasons for such 
control. But essentially the Acts are designed to impose a pecuniary burden 
distributed equally over those deemed capable of paying it and it is felt that 
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its provisions should be directed to the end that all persons affected by the 
workings of the law share the burden equally according to their means with 
all others. 

A general revision of the whole Income Tax law is long overdue. © This, 


it is submitted, should be the work of a Royal Commission. Only in this 


way can the incidence and effect of the Act as a whole be considered and if 
necessary remedied. In such a technical subject as income taxation has 
become, any re-drafting should be done only with the help and advice of 
skilled persons. 

In any revision of the law, two general principles, enunciated by Adam 
Smith, should be the guide. These are:— 


1. The subjects of every state ought to contribute towards the support 
of the government as nearly as possible in proportion to their respec- 
tive abilities, i.e., in proportion to the revenue which they respectively 
enjoy under the protection of the state. 

2. The tax which each individual is bound to pay ought to be certain 
and not arbitrary. The time of payment, the manner of payment, 
the quantity to be paid, ought all to be clear and plain to the con- 
tributor and to every other person. 


If these are adopted as a guiding principle, it is felt that many of the 
hardships, anomalies and inequities will be remedied. 

The present practice of altering by repeal, amendment, substitution or 
addition of many sections of the Act tends towards making the interpretation 
of the law more difficult and confusing. It might well be thought advisable 
to make changes only every two years, and after they. have been given full 
and careful consideration by Parliament. A review of the various amending 
Bills passed in the last few years shows that they have made many substantial 
changes in the law. From the fact that it has been necessary to amend some 
of these changes in the following or subsequent years is indicative that they 
were not fully considered at the time of enactment. 

It is desirable to emphasize that retroactive legislation should be resorted 
to only in extreme and unusual-circumstances. It cannot be too strongly urged 


that the use of this is unfair and creates unusual and unnecessary hardships. 


> 


_— 
c- 


It is only right that any taxpayer of this country should not be forced to pay 
tax on past transactions which were done in good faith and upon the basis 
of the law then existing. 

It is essential that. a taxpayer be able to determine with some certainty 
his tax liability. This cannot be done while section 32A of the Income War Tax 
Act. and the corresponding section 15 of the Excess Profits Tax Act remain 
on the statute books in its present form. These sections not only have all 
the evils attendant unen retroactive legislation, but hold a concealed threat 
over any present or future contemplated transaction. No advisor would feel 
competent to give conclusive advice on the tax effect of any transaction so 
long as he is confronted with the definite possibility that the Treasury Board 
may be “of the opinion that the main purpose for which any transaction or 
transactions was or were effected (whether before or after the passing of this 
Act) was the avoidance or reduction of liability to tax under this Act... .”. It 
would be a very indiscreet or unwise person who would, under present conditions, 
enter into any transaction without considering the effect upon the tax liability. 
If as a result of any transaction taxation is minimized, it may create a crushing 
liability. We consider that it is quite proper for any person to conduct his 
affairs in the manner most beneficial to himself and not necessarily to the 
revenue. It is submitted that these sections should be repealed or amended 
‘so as to remove the threat which deters persons from initiating reasonable and 
proper transactions. 
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In any consideration of the present law, it is felt that attention should be 
directed towards the difficulty of ascertaining what is taxable income. The 
present definition was derived primarily from Revenue Acts of the United States. 
Tt has been added to from time to time, and has been used to bring in as » 
taxable income what has always been recognized as capital. Inasmuch as the 
purpose of the Act is to tax income, it is submitted that no departure from this 
should be made without full consideration of its possible effect and consequences. 
We instance the repeal and re-enactment in 1938 (Chap. 48, Statutes of 1938, Sec. 
3) of Section 3, ss. 1, para. (g) whereby annuities or annual payments received 
under a will or trust were deemed taxable, 


notwithstanding that the annuity or annual payments are in whole 
or in part paid out of capital funds. 


The distress and hardships occasioned by this legislation were remedied only 
after it had been recommended by a Royal Commission appointed to consider it. 

Income should not be determined on the basis of values. This has occurred 
under the provisions of section 13 of chapter 23, Statutes of 1945, whereby 
the persons who are holders of bonds of the Province of Alberta are charged with 
“the difference between the purchase price and the aggregate value of all rights 
accruing to the purchaser upon the implementation of the said debt reorganization 
proposal”. It is submitted that it is contrary to the fundamental principle of the 
Income Tax law that such unrealized increment should be used as a basis for 
determining taxable income. If it is desired to prevent persons profiting from 
such bonds, it should be done in a more appropriate manner. 


Exempt Companies 


With the present growth of taxation and the increased burden upon the 
public generally, some consideration should be given to the class of institutions 
which are wholly exempted from taxation under the provisions of section 4 of the 
Act. It is submitted that where any company or organization, no matter 
how owned or controlled, engages in business in competition with taxpayers 
- who are required to pay taxes upon their profits, that equally a part of the tax 
burden should be shared by such institutions. While this may be a matter of 
policy, it is brought to the attention of the Committee as being a reform which 
is long needed and which is worthy of study. 


Deductions from Income 

One of the great difficulties in determining the income upon which tax 18 
payable has been the ambiguous provisions in the law with respect to deductions. 
It was in 1923, some six years after the introduction of income taxation, that 
the section of the Act which is now section 6(1)(a) was enacted. The effect 
of this was to disallow as a deduction in determining taxable income 
“disbursements or expenses not wholly, exclusively and necessarily laid out or 
expended for the purpose of earning the income.” The source of this 1s 
undoubtedly the British Income Tax Act, although as transposed it was made 
more restrictive. Under the English Income Tax Act, those expenses are 
allowed which are incurred for the purposes of the trade. Here it is restricted to 
those expenses incurred in the earning of the income and this has, we submit, 
been a cause of some unfairness and certainly of unnecessary litigation. Taken 
literallv, the provisions as now existing could exclude many expenses which are 
deemed necessary in the carrying on of a business and which are concerned 
with the earning of income. The present wording is too restrictive on business 
generally and should be modified to meet present conditions. 

There is a further difficulty, that in the interpretation of the present law, 
creat reliance is placed upon decisions in the English and Empire courts. While 
the principles which may be laid down in the judgments dealing with similar or 
related statutes in other countries are no doubt of assistance, yet they are net 


TAXATION 287 


wholly suited to conditions in Canada. You have as a result the peculiar 
anomaly that expenses which might be deemed reasonable and proper under 
the statutes of other countries and which are made by Canadian taxpayers 
carrying on business therein excluded by the stricter wording as used in the 
Canadian Act. If the wording were uniform, reliance could be placed upon 
and some guidance obtained from the mass of English decisions. We, however, 
suggest that it may be more desirable to use that suggested by the MacMillan 
Committee in their report on the Codification of the English Income Tax Act. 
This is as follows:— 


No deduction shall be permitted, in respect of any item of expenditure 
or charge except so far as it is attributable to and incurred for the purposes 
of the business. ; 


If such an amendment was made, we feel confident that it would more 
suitably meet the present conditions in Canada and it is of sufficient scope to 
meet the changes which will undoubtedly occur in the future. There should be 
_ some amelioration of the restrictions which are imposed by reason of the 
limitation in the present statute. 


Inability for Tax 

_ It is an accepted principle and, it is submitted, needs no argument for its 
support, that the persons liable for tax should be readily ascertainable. Under 
the Canadian Income Tax Act, liability rests mainly upon persons residing or 
ordinarily resident in Canada. Here again is a phrase which has been transposed 
from the English Act, and it may be presumed to have been done with the full 
knowledge of the difficulties and confusion which interpretation of the phrase 
has created in this country. It is of interest to know that the MacMillan 
Report says with regard to the interpretation of these words: “It may be 
asserted with confidence that no one subject which arises in the application of 
the Income Tax Act has been more prolific of dispute than the question of the 
meaning of ‘resident’.” 

We have been fortunate in that the dicta of the judges of the Supreme 
Court of Canada in the recent case of Thompson v. Minister of National Revenue 
has indicated that they are not prepared to adopt the strict interpretation which 
has arisen in decisions by English courts. The matter is one which will be 
remedied to a great extent if the proposal suggested in another part of this 
brief is carried into effect, whereby “residence” can be determined as a question 
of fact by an independent board of tax appeals. While the tax must fall as 
imposed, yet we feel that no such interpretation should be placed upon this term 
as would operate in any way to restrict the present conditions under which there 
is such free intercourse between the citizens of Canada and the neighbouring 
country of the United States. To do so would, it is submitted, impose tax where 
it was never intended and might result in great harm to the welfare of this 
country. 


Determination of Tax 


Taxpayers are particularly concerned with the difficulty of ascertaining 
from the Act as presently constituted, what is the tax payable and what 
exemptions and relief are provided. It is pointed out that under the First 
Schedule to the Act the rates of tax are imposed and certain exemptions are 
provided. However, to ascertain whether certain persons are entitled to 
exemption, it is not only necessary to refer to other sections of the law, but 
also to the Regulations themselves. We think it is axiomatic that the liability 
of any person should be easily determinable. It is pointed out, however, that 
whereas under the First Schedule to the Act a person may claim exemption for 
certain dependents, to find out just what constitutes a dependent it is necessarv 
to refer to section 2 of the Act wherein certain classes of dependents are defined. 


288 SPECIAL COMMITTEE 


There is then a further exemption for those persons who maintain a self-contained 
domestic establishment. The definition of a self-contained domestic establish- 
ment is also in section 2 of the Act, and we think, could more properly be placed 
in the section where it is required in determining where the relief shall apply. 
We also find that exemptions are allowed for persons connected with the tax- 
payer by blood relationship, marriage or adoption. As to what constitutes this 
class, it is necessary to refer to a Regulation issued by the Department which 
defines fully to whom it applies. However, unless a taxpayer is aware that it is 
necessary to go to these different sources to ascertain the meaning of the terms 
used, it is possible that he could overlook claiming rights to which he is entitled 
under the law. 


2. The Case Law 

The case law comprises those opinions of the established courts which have 
been expressed in certain cases dealing with the Statute. There is being built 
up in Canada of more recent years a considerable body of such jurisprudence. 
It is well known that recently the courts have advanced views which have been 
entirely at variance with the interpretation placed upon the law by the taxing 
authorities. This cannot but be helpful. It is to be noted, however, that the 
courts do not make the law. Their function as has been frequently expressed 
is merely to interpret the law as enacted by Parliament. As a result, it is not in 
the courts where persons can look for real redress where there has been inad- 
vertently or otherwise a hardship imposed. It is a well known rule in the inter- 
pretation of a taxing statute that equitable constructions are not permissible. 
Whatever may be the merit of this rule, it may prevent any taxpayer who may 
be aggrieved from obtaining redress in a court of law. 

Notwithstanding these limitations, there is no question but that the juris- 
prudence as contained in the decided cases has been of great value and in 
some cases their interpretation of the law has been more nearly in accord 
with what is regarded as fairness and justice. For this reason the courts must: 
always be a necessary factor in the relations of the public to the taxing 
authorities. It is, in fact, the one place to which a taxpayer looks for justice. 
As was said by a great writer on constitutional law, 


Amid the cross-currents and shifting sands of public life the Law 
is like a great rock upon which a man may set his feet and be safe, 
while the inevitable inequalities of private life are not so dangerous in 
a country where every citizen knows that in the Law Courts, at any 
rate, he can get justice. (*) 


3. The Administrative Law 

Administrative law has not yet been fully defined. Perhaps the best 
description may be found in “Administrative Law” by F. J. Port where he says 
at page 13— 

Administrative law then is made up of all those legal rules—either 
formally expressed by statutes or implied in the prerogative—which 
have as their ultimate object the fulfilment of public law. It touches 
first the legislature, in that the formally expressed rules are usually 
laid down by that body; it touches secondly the judiciary in that (a) 
there are rules (both statutory and prerogative) which govern the 
judicial actions that may be brought by or against administrative 
persons, and (b) administrative bodies are sometimes permitted to exercise 
judicial powers; thirdly it is, of course, essentially concerned with the 
practical application of the law. While the administrative function is 
separate and distinct from the legislative and judicial functions, it depends 
for practically the whole of its driving force on the legislature; and it 


(1) Dicey, The Law of the Constitution, at p. 183. 
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has sometimes to appeal, or submit to the judicial power before it can 
proceed to execute the law. Once, however, the executive has started on 
its way it does not change its character merely because it may adopt 
methods similar to those normally followed by either the legislature or 
the Judiciary; nor because it is involved in the constitution of bodies, or 
the appointment of agents, for administrative purposes. The methods 
it adopts; the bodies which are constituted, the agents which are appointed 
are all steps towards the fulfilment of the law. 


It is recognized that the delegation of power to administrative officials or 
bodies is inevitable for the proper functioning of many of the public laws which 
the legislature has enacted in the past and may be expected to pass in the 
future. It is, however, submitted that such powers should be regulated or 
controlled by a person or body acting independently and to whom both parties 
in a dispute may look for fair and impartial consideration. Such control does 
not at present exist in the Income War Tax Act, the pertinent provisions of 
which also apply mutatis mutandis to the Excess Profits Tax Act. Ultimate 
control exists primarily in Parliament although it is submitted that the control 
has not been heretofore properly or effectively exercised. 

It is not suggested that administrative or discretionary powers should be 
withdrawn or withheld from either the Minister of National Revenue or his 
- Deputy in the administration of the Acts. Rather, it would seem that these 
are necessary for the fulfilment of the purposes of the law. Where, however, the 
exercise of such powers creates a dispute as between the taxing authority and 
the taxpayer, it is submitted that an appeal should lie to an independent board 
for a determination. This suggestion is made because of the fact, as stated 
above, that there are judicial rules which definitely preclude a court of law 
from giving judgment on the same basis as that on which the decision was 
-made—that is, administratively. It is therefore only possible to fully review 
an administrative decision by a board or person which has concurrent or 
superior administrative powers. 

It is believed that the establishment of such a board would remove two main 
grievances of the taxpaying public at the present time. These are, 


1. The lack of provision for a hearing before a competent independent 
tribunal; 
and 

2. Establishment of certain general rules and regulations, based on the 
decisions of such a tribunal, which would be made available to all. 


It is contrary to our conception of natural justice that dispute should be 
decided by a person who has an interest in the result. The present practice is 
for an appeal to be made to the Minister who is also charged with making the 
assessment. It is realized that the Minister cannot personally issue every 
assessment, but must do so through the officers of his Department. For the 
Same reasons it 1s not possible for the Minister to consider all appeals. These 
must necessarily he decided by the same persons who made or are associated 
with those who made the assessment. It is submitted that such persons are not 
ones who would, or could, be expected to act judicially in a matter with which 
they had dealt administratively. Notwithstanding any high reputation which 
such officials may have acquired for fairness and disinterestedness it is not 
possible, human nature being what it is, for them to completely disregard their 
original decision. It is further submitted that such a duty should not be placed 
upon any administrative officials. They should not be subject to the possible 
stigma of acting in a manner either too favourable or too prejudicial to the 
revenue. 

: It is a characteristic of administrative law that it may operate without 
publicized rules or regulations. This has been particularly noticeable in the 
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administration of the Income War Tax Act and the Excess Profits Tax Act. 
Whatever the reason may be, there have been published only about forty formal — 
regulations. When consideration is given to the complexity of the law, its wide 
scope touching as it does practically every person and business in Canada, this 
may seem to be entirely inadequate. The explanation, of course, has been 
the use of so-called departmental memoranda which have been used by the © 
officers as formal regulations, but which in fact do not have any legal force. — 
Their use, however, has created a condition which has aroused much discontent, — 
and this could be remedied by the publication of the findings or decisions of an ~ 
appeal tribunal having certain administrative powers. , 

The delegation of power by the legislation may lead to abuses abhorrent 
to those who believe in the democratic form of government. In particular it © 
tends to the creation of a bureaucracy. This word has acquired, perhaps unfairly, — 
a certain amount of opprobrium. Its full meaning may be misunderstood although ~ 
its growth and character have been well and ably dealt with by Lord Hewart | 
of Bury in his well-known work “The New Despotism”. The evils to which © 
the learned Lord refers in his book are, it is submitted, encouraged by the present — 
law and practice under the taxing statutes. In this connection it is desired to — 
commend and adopt the definition and comments contained in ‘“Law and Orders” — 
_ recent work by Professor C. K. Allen. At page 173 he says— 


a. 


“Bureaucracy” however, is not merely a term of impatience or protest 
provoked by the creaking of the official machine or the Gordian Knots — 
of red tape. It means government by offices and officials. Once the 
bureau ceases to be an instrument and becomes the real, though masked, ~ 
governor, it not only presents a constitutional contradiction but is lable — 
to grow into a tyranny of a peculiarly soulless kind. 


It is elementary that the legislature is elected or appointed to pass laws for 
the good of the citizens of Canada. If the legislature deem it necessary that 
certain of the powers which it holds be delegated to another, it would seem | 
equally necessary that provision should be made to control the exercise of such 
powers, and to provide adequate remedies for relief in case they are abused 
or exceeded. Such a statement, it is submitted, needs no argument for its 
support. 

Two suggestions are made for the consideration of this committee. They are 
put in the form of two suggested amendments to the Income War Tax Act. 


(1) Section 75 of the Act should be amended by adding thereto a subsection 
to the following effect:— 


(3) When a regulation has been made by the minister and after 
it has been duly published it should be required that it be submitted to 
the House of Commons within fifteen days of the opening of each session. 
If any such regulation is disapproved by Parliament it should be deemed 
to be void ab initio, otherwise to remain in full force and effect. If any 
regulation is not so presented to Parliament, it would be void. d 


In support of this suggestion it is submitted that this will return the control 
of the Act to where it properly belongs. It will enable Parliament to consider 
the effect of legislation passed, and insure that the incidence of the tax will apply 
in the manner which was intended. It is further submitted that the consideration 
of such regulations and the discussions thereon cannot but be beneficial, not 
only to the members, but to the public as well. 

(2) It is recommended that sections 58 to 68 of the Act, both inclusive, be 
repealed and legislation effecting the following points be enacted— 

1. The Governor-in-Council should be empowered to appoint a board of 
tax commissioners, the members of which should jointly and severally. have all 
the powers of a commissioner appointed under Part One of the Inquiries Act. 
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Such board should consist of not more than seven. members of whom. two shall 
be persons of legal or judicial training and have not less than ten years’ standing 
in their profession. One of such members should be the president and the other 
vice-president. respectively of such board. 

2. The members of the board should have security of tenure of office and 
accordingly the appointments should not be for less than ten years or for life. 
They should be eligible for re-appointment and should not be permitted to serve 
after attaining their seventieth year. 

3. The board should be empowered to act as a court of appeal to hear and 
determine any appeal made by a taxpayer from an assessment under the Act. In 
so doing and for the purposes thereof the board should have the power to exercise 
all the powers and discretions vested in the Minister under any of the provisions 
of the Act. The findings of the board on any question of fact should be con- 
clusive. 

4, If a taxpayer is dissatisfied with the appeal or if he considers that he is 
not liable to taxation under the Act, he should serve a notice of appeal upon 
the Minister within sixty days after assessment either personally, by a solicitor, 
or by his agent. The appeal should be in writing and should contain the facts, 
statutory provisions in support of the appeal. 

If the Minister does not allow the appeal within ninety days and amend or 

cancel the assessment accordingly or if he is satisfied the assessment is correct, 
the matter should then be transferred to the Board of Tax Appeals and the 
taxpayer notified accordingly. Thereafter the matter should be dealt with by 
the Board of Tax Appeals in accordance with rules and regulations to be made 
by the board and which will govern their procedure. | 

5. It will then be the duty of the Board of Tax Appeal to consider the appeal 
and to hear the evidence and make such other inquiry as it deems advisable and 
determine the appeal and deliver judgment in accordance therewith. 

6. The taxpayer should have the right to appear before the board in person 
or by his solicitor or agent. Should he not appear or be represented at the time 
appointed for the hearing of the appeal, the board should have the right to 
dismiss the appeal or make such findings as it may deem appropriate on the 
evidence before it. | 

“7. The board should be empowered to sit in quorums of three throughout 
the country in places where it may be deemed necessary for such appeals and 
which will be convenient for the taxpayer. 

8. If the Minister or the taxpayer. is dissatisfied with the findings of the 
board and believes that such findings are not in accordance with the law, he will 
notify the board accordingly. The board should be required to transmit to the 
Exchequer Court of Canada a copy of its judgment and the proceedings heard 
before it. The matter would then be dealt with under the rules and regulations 
of the court but such court should have jurisdiction in matters of law only. 

Where the matter involved is a question of law only and it is agreeable to 
the taxpayer and the taxing authorities, provision should be made whereby the 
matter will go directly to the Exchequer Court of Canada. 

. The Board of Tax Appeals should with the approval of the Governor-in- 
Council have power to make all necessary rules and regulations for the proper 
hearing of appeals submitted and may provide for sittings from time to time 
throughout Canada, and for the publication of its decisions and doing generally 
all those things deemed necessary in the performance of its function as a Court 
of Tax Appeals. 5 

~The Governor-in-Council should: be empowered to appoint such officers, 
¢elerks and other assistants as may be necessary for the proper fulfilment of the 
duties of the board. 
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It is suggested that the president of the board have the status of a deputy © 
minister. | 

The provisions of section 81 should be applicable to all members of the Board © 
of Tax Appeals and all officers, clerks, or assistants appointed in connection ~ 
therewith. . 

It is strongly recommended that the salaries of the members of the board 
and its officers shall be adequate and in conformity with those holding office — 
and appointments in superior courts of record. It is thought that only in this © 
way can a competent tribunal be constituted, which will attract to it the con- 
fidence and respect of those with whom it will be concerned. i 

We are concerned only with the broad principles which should govern © 
the institution of such a board. We have confidence that if the main principles | 
are set forth, the Government and the board will by appropriate action, 
carry out the purposes for which it is created. 

In conclusion, it may be said that there was provision in the original — 
Income War Tax Act for a Court of Revision. This was contained in sections 
12 to 17 of chapter 28, Statutes of 1917. Such a court was, we understand, 
never created but it is evident that the Government of that time recognized 
the need for an independent board to deal with tax appeals. It was replaced 
by the present procedure instituted in 1923. Whatever may have been the 
motive for such procedure being adopted, it is felt that it has outlived its 
usefulness and is totally inadequate to meet the present day conditions or 
demands. 


The CuarrMAN: I take it that this is your brief, Senator Haig? 

Hon. Mr. Hata: Yes, sir. 

The CuHarrmMANn: For the purposes of the record I think you should 
assume the sponsorship of it. | 

Hon. Mr. Hata: I am. 

The CHAIRMAN: Does the committee desire to proceed with Senator 
Haig as with other witnesses? 

Hon. Mr. Hata: Let me add, Mr. Chairman, that I like particularly 
the last part of the brief, which recommends what in my judgment is 
absolutely necessary, namely, the setting up of a court of tax appeals. 

Hon. Mr. Haypen: You provide for that court sitting in sections, and 
that the president and vice-president will either be lawyers or have judicial 
training? 

Hon. Mr. Hate: Yes. 

Hon. Mr. Haypen: With respect to the quorum provisions, do you not 
think that either the president or the vice-president should sit so as to make 
a quorum? 

Hon. Mr. Hata: It would probably be more useful. 

Hon. Mr. Haypen: You should have at least one legal member? 

Hon. Mr. Hata: Yes. 

Hon. Mr. Haypen: I do not like restricting the board from appealing on 
questions of law. ; 

Hon. Mr. Hara: The suggestion is copied from the Railway Commission 
idea. The chairman or the vice-chairman of the Railway Commission usually — 
presides, but it is possible to designate another man. | 

Hon. Mr. Haypen: I have seen the board sit as one man. 

Hon. Mr. Hata: They can do that here. 

Mr. SrixeMAN: There is no reference that I noticed in your brief as 
to whether the decisions should be made public or whether the hearings 
should be in camera. : 
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Hon. Mr. Haic: The decisions should be made public but I should like 
to see the hearings in camera. 3 

Mr. SrrkeMAN: That has been the view of the other witnesses. 

Hon. Mr. Hare: I personally have that view. 

Mr. Srixkeman: Do you feel that this formal board you suggest is 
preferable to the type of board suggested this morning? 

Hon. Mr. Haic: I am definitely opposed to the type of board suggested 
this morning. Seven members would be too many and perhaps five would be 
sufficient. I rather like the practice in the United States, but I think our 
experience with the Railway Commission has taught us that a travelling 
board can be very useful. 

Mr. Strxeman: Do you think it would be better to have them sit as two 
or three members rather than singularly? 

Hon. Mr. Hate: I would have not less than two sit. 

Hon. Mr. Haypen: Why do you request the status of a deputy minister? 

Hon. Mr. Hata: That is only as it respects salary. . 

Hon. Mr. Haypen: But they might want more salary than a deputy 
minister gets? 

Hon. Mr. Haic: I think that is reasonable. That is all our judges are 
getting. 

-Hon. Mr. Haypen: Deputy ministers’ salaries are not uniform. 

Hon. Mr. Hare: I had $10,000 in my mind. 

Mr. StrxeMAN: Would you make him a deputy minister in status rather 
than a judge? Ry 

Hon. Mr. Hate: Only as to salary. 

Hon. Mr. Brencu: I suggest, Senator Haig, it might not be desirable to 
call him a deputy minister. It might indicate some departmental tie. 

Hon. Mr. Hata: As I interpreted that, it only referred to salary. 

Hon. Mr. Haypen: I suggest you leave it out entirely. 

Hon. Mr. McRaz: You should leave out the status of deputy minister. 

Mr. StikemMAN: Would you require security for costs to be posted by a 
taxpayer? 

Hon. Mr. Hata: I would not require him to post costs on his original 
appeal. Of course if he is going on to the Exchequer Court that is a different 
matter. : 

Hon. Mr. Bencu: Do you agree that it might prevent frivolous appeals 
if there was a nominal amount charged? 

Hon. Mr. Hara: Yes. | 

Hon. Mr. Bencu: That is scaled according to the amount involved. 

Hon. Mr. Hate: My thought is that after one or two years there will be 
very few appeals. 

Hon. Mr. Haypren: Perhaps after the first five years. 

Hon. Mr. Hate: It may take a little longer. I am thinking about my 
experience under the conscription law in appearing before the judge in my 
province. Usually there were two farmers sitting with the judge, and when » 
the man talked it over he went away satisfied. They understood each other. 
It is my thought that we should have something similar to the Railway 
Commission where the situation could be talked over. I am not asking for 
a court, where there are formal pleadings. Decisions will be handed down 
from the board and they will be used as a guide. 
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Hon. Mr. Bencu: I am entirely in agreement with your statement but 
I think in order to prevent frivolous appeals a small deposit should be 
required. | 

Hon. Mr. Haig: Do you mean something like $25. 

Hon. Mr. BencuH: Yes, or even a smaller amount. 

Hon. Mr. Hate: I would concur in that view. 


The CratrMAN: If there are no further questions, gentlemen, I wish to 
thank Senator Haig for his contribution. 


Hon. Mr. Hate: Thank you, Mr. Chairman. ) 

The CuamMan: I might say, gentlemen, that I have not been able to get 
sn touch with Mr. Elliott who is to appear before us next Tuesday morning. 
I would ask Senator Lambert to get in touch with him. 

There has been some correspondence come in which I think the secretary 
should now read into the record. 

The SECRETARY: 

April 12, 1946. 


Secretary, 

Special Committee of the Senate of Canada, 

Re Income War Tax Act and Excess Profits Tax Act, 
Ottawa, Ontario. 


Siz: On January 12, 1946 this association forwarded-a resolution 
to Hon. J. L. Isley, Minister of Finance, on the subject of taxation. 

In order to make sure that this resolution is in the record and 
I assume that it would have been forwarded to your committee by the 
Minister of Finance, there is enclosed herewith Bulletin Number 80, 
which was circularized to our membership, which numbers 587 Canadian 
exporting firms. 

Yours very truly, 


CANADIAN EXPORTERS’ ASSOCIATION, 


A. F. Telfer, 
General Manager. 


No. 89 
January 17, 1946 
C.E.A. Petrrrions GovERNMENT QN SINGLE TAXATION 


The following communication was sent to Hon. J. L. Isley, Minister 
of Finance, Ottawa, on January 2, 1946. 


We have noted with pleasure the announced decision of the 
government to reduce taxes as speedily as possible and_ this 
association appreciates the problems with which the government 
is faced. 

We so hope however, that additional measures will be taken 
in the direction of a further downward revision of taxes. 

In this connection I have been instructed by the Directors 
of the Canadian Exporters’ Association to convey to you the 
following resolution which was passed unanimously at a meeting 
of the directors held in Toronto on December 18th, 1945. 

In view of the importance of export trade at all times to 
Canada and of the fact that exports are the foundation of our 
national income and 3/8 of the working population af Canada 
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are dependent upon export trade for their livelihood, the enabling 
powers of taxing bodies in Canada and the rates imposed on 
corporations are of paramount importance. 

And further as divided and competitive tax jurisdiction which 
existed before the war, along with excessive tax rates would restrict 
production, employment and income, it is 

Resotvep that in the interests of maintaining Canada’s high 
standard of living and of removing all possible barriers to full 
employment, the Canadian Exporters’ Association believes that 
the pre-war system of taxation was inefficient and inequitable and 
urges that only the federal government levy income and corporation 
taxes, which would be on an equal basis to each individual and 
corporation in Canada. Further that corporation and excess profits 
taxes are excessive and in the interests of promoting a sound and 
progressive economy in Canada based upon free enterprise they 
should be reduced to a considerable extent. | 

The CHAIRMAN: Gentlemen, so far as I know that concludes the public 
‘hearings. 


The Committee adjourned until Tuesday, May 7th, at 10.30 a.m. 
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APPENDIX 


APPENDIX TO THE BRIEF OF THE CANADIAN ELECTRICAL 
ASSOCIATION TO THE SPECIAL COMMITTEE OF THE SENATE 
OF CANADA APPOINTED TO EXAMINE INTO THE PROVISIONS 
AND WORKING OF THE INCOME WAR TAX ACT AND THE 
EXCESS PROFITS ACT 


(a) Canadian Authority 
“Accounting Principles and Practice” 
R. G. H. Smails, B.Sc. (Econ.), A.C.A. (Eng.) and 
C. E. Walker, B.Sc., Acc., C.A. 
(6th Edition, Pages 289 to 293) 


“Tssug oF Bonps AT A DISCOUNT: ; 

Bonds may be issued not only at par, but at any price either above or 
below par for which they can be sold. The actual price of issue in any case is 
determined by many factors, the chief of which are the rate of interest offered, 
the term of the bonds (i.e., date of maturity), the security afforded, and the 
condition of the money market at the time of issue. Where the bonds are issued 
at a discount (that is, at a figure below their nominal amount) the company is 
liable to be called upon at any time to repay the full nominal amount. Asa rule 
repayment of bonds before the date of maturity can be enforced only when 
the company has failed to observe some of the covenants contained in the trust 
deed, but as the possibility always exists of the company failing quite 
involuntarily to perform some covenant (e.g., the payment of interest) it must 
be recognized that the liability is also ever present. In accounting for bonds 
issued at a discount it is therefore necessary to credit the full nominal amount 


of the issue to Bonds Payable Account, and to charge the discount to a special | 


Bond Discount Account. 

Thus, if the X Co., Ltd., issued 1,000 5 per cent Bonds of $100 each at $95 
per bond, the entries to be made to record this issue (in summary form) would 
be: — 


7 Fo1 UM EAD WOR cichad gs ra chy Ata ie Maula 3 $95.,000:. 00 
Bonds “Discount i.e ita Bae eee ae 5,000 .00 
Mo; Bonds Payabiegun aa. k ame enn $100,000.00: 


Being issue of 1,000 5 per cent Bonds at 95 


The question remains as to how the discount is to be treated. On the money 
market there is fixed from time to time a “standard” rate of interest, that is 
a rate which investments in first class gilt-edge securities are expected to yield. 
At any time there is also for each individual borrower an effeetive rate at which 
he can borrow at par, this rate being determined by reference to the “standard 
rate’ and to the credit. of the borrower and to the security offered. If a company 
_ chooses to offer this effective rate on a new issue of bonds it can dispose of them 


at par; if it offers a higher rate of interest it can sell them at a premium; and: 


if it offers a lower rate it must be prepared to fix the price below par since 
otherwise they will find no market. Thus, if a certain company (say the A 
Co. Ltd.) could raise all necessary funds by the offer of irredeemable 8 per cent 
Bonds at par, it could presumably do so alternatively by offering 4 per cent Bonds 
ata discount of fifty per cent or 10 per cent Bonds at a premium of twenty-five 
per cent. Practically all commercial bonds, however, are redeemable and the date 


of redemption directly affects the price of issue. Suppose, then, that this same 
company could borrow on 10 year 8 per cent bonds at par. If it decides to issue 
below par it will determine the interest rate to offer somewhat in this way: 
“Tf we ask $90 for a hundred dollar bond the investor will require to get 8 per cent 
on the money he loans us, that is to say, $7.20 on each $100 bond. But are 
we going to repay this bond at par at the end of 10 years, which means that at 
the end of the tenth year we are giving him $10 more than he originally loaned 
to us. That $10 at the end of the tenth year is approximately equivalent to $1 
every year. Instead of offering a rate of $7.20 on each $100 bond we will, 
therefore, offer $7.20. less $1.00 and the investor should be satisfied.” In this way 
a decision may be reached to issue the bonds at 90 as 10-year 63 per cent Bonds. 
It is clear, then, that the discount on the bonds is simply capitalized interest; 
from this the rule can: be deduced that the discount on issue of bonds must 
be charged against revenue in equal instalments over the terms of the bonds, 
(#) in order to show correctly the money. Reverting once more to our 
illustration of the A. Company, and supposing that the company issued $100,000 
10-year 8 per cent Bonds at par, we see that the annual charge against Profit 
and Loss Account for the use of $100,000 would be $8,000. If the Company 
issued $100,000 10-year 64 per cent Bonds at 90, the annual charge for the 
use of $90,000 would be:— 


Cash interest paid, 64 per cent on $100,000........ $6,200 
Discount provided for 1/10th of $10,000............ 1,000 
$7,200 


“TssuE OF BONDS AT PREMIUM: 

When bonds are issued at a premium the nominal value of the bonds 
must be credited to Bonds Payable Account, and the premium on bonds to Bond 
Premium Account. 

Thus if the Alpha Co., Ltd., issues 1,000 10 per cent Bonds of $100 each 
at $110 per Bond an entry will be made: 


SR LORIN Vat Ae a ES pug eR $110,000.00 
To Bonds: Payables ..4...5000.. 04. $100,000.00 
Premium om Bonds eRe se ota tee 10,000.00 


Being issue of 1,000 10 per cent Bonds of $100 each at $110. 


The premium on issue has its origin in causes similar to those discussed at 
length in the preceding section; that.1s to say, it is simply the capitalized value 
of the amount of interest which the company has undertaken to pay in excess 
of the effective rate at which the Company can borrow money. In order to 
show the real cost of money borrowed, the premium must be credited to Profit 
and Loss Account in equal instalments over the term of the bonds, or if the bonds 
are repayable in annual instalments then it must be credited each year in 
proportion to the relative value of the bonds outstanding during that year. 


‘AUDITING’ 


R. G. H. Smails, B.Sc., (Econ.) 
(3rd Edition, pp. 212 and 213.) 


“2. Issugp at A DISCOUNT OR PREMIUM. 

The issue price of a bond is not controlled by its nominal amount, 1.e., the 
amount which will be repaid to the lender on maturity. A company can 
borrow money at a certain price (known to the borrower as the “effective rate” 
and the lender as the “yield rate” of interest) which 1s determined by reference 


(4) This is not mathematically accurate but is a sufficiently close approximation for most 
purposes. 
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to the current rate of interest, the credit standing of the company concerned — 
and the security offered. | | 4 

It is not within the power of any company to secure its funds at less than 
the effective rate and no company will deliberately offer more than the effective — 
rate. But it is within the power of any company to determine the manner in — 
which the effective rate shall be paid. These are three methods available, viz.: 

(a) Payment of interest at the effective rate from the issue to the maturity ~ 
of the loan, and repayment at maturity of the sum originally borrowed, neither — 
more nor less. 

(6) Payment of interest at a rate less than the effective rate during the 
course of the loan and repayment at maturity of the sum originally borrowed plus | 
arrears of interest accumulated-at the effective rate. , 

(c) Payment of interest at a rate greater than the effective rate during the 
course of the loan and repayment at maturity of the sum originally borrowed 
less overpayments of interest discounted at the effective rate. 

Method (a) is known as issue and redemption at par; method (b) is issue at 
a discount and redemption at par, or issue at par and redemption at a premium; 
while method (c) is issue at a premium and redemption at par. Thus supposing 
the effective rate of a company for a five-year credit to be 6 per cent per annum 
payable semi-annually, the company can borrow on a 6 per cent bond issued 
and repayable to $100 on a 3 per cent bond issued at $87.20 repayable at $100 
or on a 7 per cent bond issued at $104.27 and repayable at par. It will be seen 
from this analysis that a discount or premium on an issue of bonds bears no 
relation to a discount or premium on an issue of shares, but must be amortized’ 
over the term of the bonds by periodical transfers to interest account in order 
to show correctly the price which is being paid by the borrower for the money 
which he has borrowed. Bonds issued at a discount should be credited to Bonds 
Payable Account at par (since this is the amount for which the company is 
liable if it defaults on its convenants at any time) and the discount be debited 
to Bond Discount Account as a deferred charge. Bonds issued at a premium 
are usually credited to Bonds Payable Account at the issue price, though a 
more logical treatment is to credit this account with the par value only and to 
credit the premium to Bond Premiums Account as a deferred credit. If the 
issue 1s a small one the premium or discount may be amortized by equal 
periodical instalments without serious distortion of costs; if it is large the 
premium or discount should be amortized by applying the effective rate of 
interest to the amount at any time on loan.” 


(b) English Authority 
“Practical Auditing.” 
Ernest Evan Spicer, F.C.A. and 
Ernest C. Pegler, F.C.A., 
London 1925. 
4th Edition, Chapter 9, Page 298/9. 


“2. DEBENTURES ISSUED AT A DISCOUNT. 

Unlike Share Capital, Debenture Capital can be issued at a discount, 
and the discount can be regarded as a lump sum allowed to the lenders at 
the time of their taking up the Debentures, in consideration of a lower rate of 
interest being payable than would have been the case had the Debentures 
been issued at par. The financial position of the Company and the state 
of the money market at the date of issue are important factors in deter- 
‘mining the price of issue. 

The Debentures will appear in the Balance Sheet as a liability at their 
nominal value, and the discount will be written off over a period of years, 
the balance remaining at any date being carried forward in the Balance 
Sheet, and shown separately as such under Sec. 90 of the Company (Consol- 


TAXATION 299 


idated) Act, 1908. Under Sec. 26 of the same Act, any sums paid by way 
of commission in respect of the issued Debentures, or allowed by way of 
discount, must be stated in the Annual Summary. 

As this discount does not represent any available asset, it iS very 
advisable that it should be written off as soon as possible. It cannot be 
said, however, to be incorrect to write off the discount over the term of 
the Debentures and in that case, when no Sinking Fund is formed for the 
purpose of repaying the Debentures and the Debentures are repayable 
at the end of a given period, an equal amount of the discount should be 
written off each year. If the Debentures are payable by annual drawings, 
without the provision of a Sinking Fund the discount should be written off 
in relative proportion to the amount of Debentures outstanding, in order 
that the periods enjoying the use of the greater portion of the Debentures 
should be charged with the greater portion of the discount. 

Where the redemption of the nominal amount of the Debentures 
repayable is provided for by annual charges against Profit and Loss, such 
charges will-include the provision for discount, and, consequently, the discount 
can be written off against the credit balance of the Redemption Account.” 


(c), American Authority 
“Auditing Theory and Practice.” 
By Robert H. Montgomery, C.P.A. 
(2nd Edition, pp. 374 and 375.) 


““PREMIUMS AND DiIsScOUNTS ON BONDS TO BE AMORTIZED. 


Where bonds are sold at a premium, the amount received in excess of the 
par value represents the equivalent of interest collected in advance, and must be 
held in reserve and distributed over the years to which it applies as a reduction 
in bond interest account. For instance, a corporation may sell its 5 per cent 
ten-year bonds at 105, indication that its credit is rated on a basis of about 
4% per cent, that is, if a 44 per cent bond had been issued, the corporation 
should have realized about par. Therefore, the bond interest, when paid, 
is subject to a deduction of one-half of 1 per cent annually. The excess 
received at the time of sale should not be applied to income or to surplus, 
but, as stated above, must be carried as a deferred credit and reduced annually. 

Likewise when bonds are sold at a discount it is because the rate of interest 
the bonds bear is less than the effective rate at which the corporation’s credit 
is rated. For instance, if 5 per cent ten-year bonds are sold at 90, it means 
that the corporation’s borrowing strength is rated at about 6 per cent, and 
in order to reflect the actual rate each year as interest is paid, it will be 
necessary to carry to discount as a deferred charge among the assets and 
write off to interest account 1 per cent annually. This, added to the amount 
paid in cash will adjust the interest account to the proper cost.” 

“Principles of Accounting.” 
R. B. Kester, Ph.D., C.P.A., 
(4th Edition, pp. 437 to 489 and 441.) 


“BONDS PAYABLE : 
When a corporation borrows money on long-term notes or bonds, such notes 

or bonds are issued in uniform amounts, frequently on $1,000, $500 and even $100 
denominations, making it possible for one of limited means to take advantage 
of the investment opportunity. Bond issues are distributed in pretty much 
the same way as capital stock issues, being offered for subscription at a price 
which depends on several factors, the chief of which are:— 

1. The interest rate which the bonds bear. 

2. The prevailing interest rate at the time of their offering. 

3. The credit standing of the issuing corporation. 
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The earning power of the corporation, the type of collateral security offered 
in support of the bonds, etc., are other price-determining factors. 

Thus, if the bonds bear 5 per cent interest and the market rate for bonds 
of the same general character is 6 per cent, an investor will naturally not be 
willing to pay par for them and the company will, therefore, have to sell them 
at such a discount as will put the yield to the investor approximately on a 6 per 
cent basis. The Company, by receiving for its bonds an amount less than par 
value but by being required to pay interest on the par amount, is thus actually 
paying higher than the nominal or agreed rate. Similarly, a 6 per cent bond 
offered in a 5 per cent market will usually sell at a premium. For the loss of the 
premium which will not be repaid by the corporation when the bonds mature 
—usually only their par amount being repaid—the investor receives an interest 
return in excess of the market rate. The effect of this loss of premium is to 
reduce the rate of return on his investment to approximately the market rate. 
From the corporation’s standpoint, it pays a higher interest rate than the market 
demands and secures therefore a larger capital sum, the premium portion of 
which will not be returned when the loan matures. There is thus a very definite 


relationship between the bond discount or premium and the nominal rate of | 


interest which the bonds bear, as compared with the interest rate which the 
market demands at the time of flotation of the issue. 

Always some direct expense must be incurred in connection with bond 
issues. Lawyers’ fees must be paid to insure that all legal matters have been 
handled properly; printing and engraving costs must be incurred in the printing 
of the bonds; there may be fees to bankers for selling the bonds; fees to appraisal 
engineeers for determining the present value of the collateral security—if any 
_behind the bonds; and fees to accountants for preparation of balance sheets 
and profit and loss statements as sndieative of the issuing company’s financial 
condition and earning power—information to which the underwriting bankers 
and prospective investor are entitled. These are all charged to a Bond Expense 
account which is later merged with the Bond Discount or the Bond Premium 
account or directly to a Bond Discount and Expense or Bond Premium and 
Expense account, as the case may be. 


AccountinG For Bonp INTEREST PAYMENT 


Pia a A a PropieM 2. A $100,000 issue of first mortgage bonds bearing 5 per cent 
interest, payable semi-annually, and maturing in 1960, is sold at 90. Expenses 
in connection with the issue amount to $4,000........ : 

At the close of the first six months, 24 per cent interest, or $2,500. will be 
paid to the holders of the bonds. Since the corporation will have to redeem 
its bonds at par, it has been deprived of the use of $10,000 represented by bond 
discount, because the issue was brought out at 5 per cent in a 6 per cent market 
and it has had to incur expenses of $4,000 in bringing out the issue. The $10,000 
discount is, therefore, in the nature of a lump-sum interest cost incurred in 
advance—prepaid—and together with the expense should be spread equitably 
over the life of the bonds. Accordingly, at each of the 40 interest payments 
during the life of the issue, a pro-rata share of this prepaid interest and expense 
should be taken into account as bond interest. The distribution of bond discount 
and expenses over the interest payments made during the life of a bond issue 
ig termed “amortization” of the discount and expense. Scientifically, amorti- 
zation is worked out on a compound interest basis, discussion and explanation 
of which are found in the Advanced Accounting volume of this series. Here, only 
the principle involved—not a scientific computation of the amount—is dealt 
with. For the sake of simplicity, therefore, the amortization is prorated evenly 
over the 40 interest periods, and results in an additional interest charge of $350 
each period. The record is therefore:— 
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Bond Interest Expense............... $2,500.00 
Cashin WDM MOL Nr ey Mensa ee etiel Me stirs .... $2,500.00 
Bond Interest’ Expense.............. 350.00 
Bond Discount and Expense............. pe er, 350.00 


In this way, the Bond Discount and Expense Account is treated as an 
expense item of the periods covering the life of the bonds and at its close will be 
entirely closed out. At the end of each period, the balance in the account 
is carrid forward to the next, being shown on the balance sheet in the section, 
other Assets, or better still, in a new class entitled “Deferred Charges”. It is 
a prepaid expense but the period of its ultimate consumption is usually too 
long to justify its set-up on the balance sheet with that class. 


ACCOUNTING FOR BOND PREMIUM 


As explained above, bonds are also often sold at a premium. As with 
discount, the premium is directly related to the interest rate which the bonds 
bear. At the time of the sale of bonds, the premium is brought on the books 
as a credit, which, together with the par value at which the bonds are booked, 
offsets the cash received from their sale. At the regular interest periods, the 
premium is amortized over the life of the bonds and so results in a lessening 
of the periodic bond interest charge. The expenses incurred with the issue of 
the bonds, when charged to the Bond Premium account, will decrease the amount 
to be amortized. The student should set up the entries to record the sale of 
bonds at a premium and the interest payment for such bonds.” 


“Advanced Accounting.” 
R. B. Kester, Ph.D., C.P.A., 
3rd Revised Edition, p. 421 and pp. 424 to 426. 


“RELATION OF BoND INTEREST TO PREMIUM OR DISCOUNT 


The main problem in connection with accounting for bond interest is 
that of the relation between bond premium or discount and the periodic bond 
interest. At practically any time in the market, there is a rate at which the 
bonds could be sold at par. This rate is known as the effective rate. If a 
company puts an issue of bonds on the market at a higher rate than this, 
the market will offer a premium for them. The amount of the premium 
will be, theoretically, the present value of the periodic sum represented by 
the difference between the stated bond interest and the effective interest, 
these periodic payments extending over the life of the bond. In other 
words, the premium represents the price paid to buy the additional interest, 
dollar for dollar, on a compound interest basis. The premium is therefore 
not an earning, an item of income, but is an offset to the excess bond interest. 
The portion of it applicable to each period represents the excess interest which 
deducted from the bond interest shows the real or effective cost of the money 
borrowed and to be paid back. Thus, the bond interest rate based on the 
money actually received, i.e., par plus premium, is exactly the same as the 
market or effective rate on par. In other words, the corporation is paying 
for its actual borrowing simply the current market rate of interest. 

It is therefore incorrect to show on the books the cost of the loan at any 
other figure than the effective interest. The actual periodic payment of interest 
- is, however, at the bond interest rate. This must be brought down to the effective 
rate by application to it of a portion of the premium which represents the sum 
paid for the privilege of receiving the higher rate of interest. 

Similarly, bonds are marketed at a discount when the bond interest rate 
is lower than the market rate prevailing on similar security at the time the 
bonds are floated. This may be looked upon as a payment by the Company in 
lump sum to compensate a purchaser for the difference in the income of the bond 
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and what he might obtain on the open market. The discount should be applied, 
therefore, periodically to bring the cost of the loan up to its true figure, viz., the 
market or effective rate. 

The expense incident to the issue of bonds—such as legal fees, printing and 
engraving, bankers’ fees, ete—should-be spread over the life of the issue and _ 
are usually recorded in Bond Discount and Expense account and amortized _ 
periodically”’. 
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) Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National Revenue 
for Taxation. 


OTTAWA 
EDMOND OLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1946 


34 AS ae 


“a a cali eae 


-_ 


ORDER OF APPOINTMENT 


(Extracts from the Minutes of Proceedings of the Senate for 19th March, 1946) 


Resolved,—_ That a Special Committee of the Senate be appointed to 
examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, and to report thereon; 


(2) That the said Committee be composed of ‘the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; | 

(3) That the said Committee shall have authority to send for persons, 
papers and records. 

ATTEST: 


L. C. MOYER, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 
Turspay, 7th May, 1946. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate reeemmendations for the improve- 
ment, clarification and simplification of the methods of assessment, collection of 
taxes thereunder and the provisions of the said Acts by redrafting them, if 
necessary, met this day at 10.30 a.m. 

Present: The Honourable W. D. Euler, P.C., Chairman; the Honourable 
Senators Bench, Buchanan, Campbell, Crerar, Farris, Haig, Hayden, Hugessen, 
Lambert, Léger, McRae, Sinclair and Vien—14. 


In attendance: 


The Official Reporters of the Senate. 
Mr. H. H. Stikeman, Counsel to the Committee. 


Mr. C. Fraser Elliott, C.M.G, K.C., Deputy Minister of National Revenue 
for Taxation, was heard and was questioned by counsel. 


At 1 p.m., the Committee adjourned until 11.45 a.m., Thursday 9th May, 
instant. 


ATTEST: 


R. LAROSE 
Clerk of the Committee. 


63127—14 


MINUTES OF EVIDENCE 


THE SENATE, 
Turspay, May 7, 1946. 


The Special Committee of the Senate to consider the provisions and workings 
of the Income Tax Act, etc., resumed this day at 10.30 a.m. 


Hon. Mr. Euler in the Chair. | 

The CuarrmMan: Gentlemen, when our’ sittings began Mr. Elhott was our 
first witness, and it appears he will be our last. Since he gave his evidence we 
have proceeded by way, first, of hearing the brief of whoever was making the 
presentation, and then we led off in discussion through Mr. Stikeman, counsel 
for the committee. Mr. Stikeman at that time was in a slightly different 
position from what he is today: he was then an employee of the Department. 
He is not that now, he is counsel for the committee. It is for the committee to 
decide whether we will proceed in the usual way. I do not even know whether 
Mr. Elliott has a brief which he wants to present. If so, we will hear him, and . 
then perhaps have the questioning led off by Mr. Stikeman. Have you a brief, 
Mr. Elliott, which you want to present to us? | 

Mr. C. Fraser Exuiorr, K.C. (Deputy Minister of National Revenue for 
Taxation): No, Mr. Chairman, I would not dignify it by the term “brief.” I 
am very conscious of the fact that since the opening of your proceedings you 
have had many very excellent briefs presented to you, and no doubt you have 
been informed by those briefs to a degree which may render any further sub- 
mission from me more or less superfluous. 

The CuHarrMAN:, Don’t be so modest. 

Mr. Exuiorr: When I was requested to come here this morning I did not 
know, and I still do not know, whether first, I was to be questioned on that 
which had been presented in the various briefs; or, secondly, whether we were 
going to discuss the possibility of setting up some new boards or procedure; or, 
thirdly, whether we were to discuss possible amendments. Therefore on those 
three points—contents of briefs, new boards, or possible amendments, I do not 
know yet which one or all of these we are going to develop. 

The CuarrMANn: I would think the committeee would be quite prepared to 
have your comments on some of the recommendations that have been made by 
the various organizations that have appeared before us. Then I am quite sure 
they will want to ask you some questions which have arisen in their minds 
as a result of the representations made by those who have appeared here 
before us. 

Is it the wish of the committee to have Mr. Elliott make a preliminary 
statement of some sort? 

Hon. Mr. Crerar: I agree with what you have just said, Mr. Chairman. 

Mr. Elliott, I presume, has read most of the briefs. 

Mr. Eviiorr: No, I regret to say that I have not read them all, Mr, Crerar. 
As you know, I have been away a great deal. 

Hon. Mr. Crmrar: Yes. 


My. Etuiorr: I regret that I have not been able to read them all. I have 
glanced through some of those that came before you lately and I am fairly 
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familiar with them, but not to the extent that I can say, “This brief said so and . 
so, and-this brief said so and so.” I could not recall it in that way at all. 

The Cuatrrman: Would you like to make a statement first? 

Mr. Exnisorr: On the apprehension that you were going to discuss 
organization, and particularly the suggested board of referees or appeal court? 

Hon. Mr. Crerar: Tax appeal board. 

Mr. Exvuiotr: Yes, tax appeal board, or whatever name you may suggest. 
I thought that was to be the discussion this morning. 

The CHAIRMAN: That will be one of the points. 

Mr. Exuiorr: Therefore I did dictate a couple of days ago—skipping 
Saturday and Sunday—a memo on the possibility of a board of tax appeals or a 
board of referees—I repeat, whatever name we may. desire to give it. Now, if 
you wish to start in at that point I will read the comments I have dictated. 

The CHAIRMAN: What is the wish of the committee? 

Several Hon. Mpmpers: That is all right. 

Mr. Exuiorr: Then on the subject of appeals and the method by which 
they should be received and dealt with and referred to a new body, to be there 
dealt with, as opposed to the initial administration, and afterwards to be 
referred to the higher courts, I am. going to read a statement that I dictated in 
my office. 

Appeals fall into two categories: 

1. appeals on facts, on law, or a mixture of facts and law, and 

2. appeals from discretionary powers exercised by the Minister. 

The first is an appeal generally on an interpretation of the law pertaining 
to the facts because the Income Tax administration is usually placed in 
possession of the facts. Therefore, it is repeated that the majority of cases are 
eases requiring determination of what the law is, having regard to the facts, 
the statutory provisions and the general law of the land, as determined by the 
jurisprudence arising out of decided cases. 

When questions of law are to be determined, it is not appropriate that any 
court of first instance should be the final court deciding the law. There should 
always be the right of appeal to both parties, to the next higher court. 

This is particularly so in matters pertaining to Income Tax, because a 
matter may be small in amount in one particular year, but it determines the 
principle in law which has to be applied not only to that small case but in 
succeeding years to amounts that may be very large, in the affairs of the same 
taxpayer or in the affairs of other taxpayers having similar facts. In short, 
nearly every case is a case of future rights under the law. What you decide 
on ever so small a case to-day as a matter of law you have established as a 
principle which becomes applicable to a large number of cases of a similar 
character arising thereafter. I told this committee some time ago that the 
jurisdiction of the Supreme Court of Canada is limited; that is, they will not 
hear certain small cases. But no matter how small a case is, if an appellant can ~ 
show the court that future rights are involved, then the court will hear the 
particular case, disregarding the amount of money involved, which may be very 
small. In other words, future rights is a matter of great concern. 

It is intended to distinguish this form of law as against the exercise of 
_ discretion. I pointed out to the committee the absence of the power of the 
court, under the law, to review the decisions of the minister exercising discretion; 


that is, I said that so long as the minister was possessed of the facts, considered 


the facts and was not moved by principles contrary to natural justice, the 
courts did not interfere with the ministerial discretion. The courts have no © 
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jurisdiction to set aside his discretionary determination. I shall not pause 
to develop those reasons again, but if you wish to read what I said in earlier 
evidence you will find the law that I there referred to. 

It may be the opinion of this committee, appreciating the distinction 
between the two things just mentioned—the distinction between law and 
discretion—that two distinct bodies should be established, or, if only one body, 
that it should have two distinct functions; one pertaining to determination of 
questions of law, and the other being the making of recommendations to the 
minister as to how he should exercise and the degree to which he should exercise 
his discretion. 


If I may I shall develop thoughts pertaining to the establishment of a 
special body, often referred to as the Board of Tax Appeals, to hear appeals of - 
taxpayers which raise questions of law or questions having to do with a 
combination of law and fact. When the high rates of tax came into force, the 
liability of the taxpayer became one of much greater substance than the pre-war 
rates demanded, and the exemptions went down much lower. In other words, 
the weight of tax was increased. The field of taxpayers was greatly enlarged 
under these heavy burdens, and it is questionable just how far the weight of 
the tax is the basic complaint because of a desire to be relieved in some manner 
from the burden, rather than because of demands being made by the Income 
Tax Division under either the income tax or excess profits tax acts (that are 
contrary to the law.) Remember that I am leaving out the question of dis- 
cretion in this part of the discussion. I am on the question of law. In pre-war 
times the question of law was there, without the weight, but I point out as a 
matter of evidence that there were not complaints then arising on the question 
of law. The Income War Tax Act has been in force from 1917 on, and up to 
1940 there were not those complaints that we have today. Therefore I suggest 
the thought that the weight of the tax has so burdened the people that they 
are complaining. Naturally when they complain they have to point out 
something. 

Hon. Mr. Farris: Has the zeal of the department to collect increased 
correspondingly? 

Mr. Exxiotr: I should hope that the department has maintained the even 
tenor of its ways throughout. 

Hon. Mr. Hata: A man may pay a $10 tax without much complaint, even. 
though he thinks he should not pay it, but if he is asked to pay $10,000 and 


thinks he has been wrongly assessed, he will make a strong complaint, he will 
kick hard. 


Mr. Exuiorr: If the man is going to be taxed every year on what he 
considers a wrong basis, I do not think he is going to submit. 

Mr. Haic: The amount has something to do with whether he submits or not. 

Mr. Exxiorr: Probably, but I suggest that the question here is one as to 
what the law is in the case that is in dispute. That is going to be the law, not 
for one taxpayer alone, but for millions of others. 

The CHarrMAN: Senator Farris suggests that the department’s zeal to 
collect has increased with the increase in the taxes. 

Hon. Mr. Hate: That is not the point Mr. Elliott is making. He is trying 
to show why there are more complaints now than there used to be. Many 
of us here are lawyers, and we know that if a man consults us about a tax, 
and there is only $10 involved, we are not going to advise him to take the 
case to court. I might say to a taxpayer, “I would charge you $500 to represent 
you,” and he would say, ‘All right, I will pay the tax.” But if the dispute is 
over a tax of $5,000, he will go to bat. 
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The CHARMAN: I was just referring to the question asked by Senator Farris, 
which I thought suggested that the amount at stake had something to do with 
the department’s zeal in making collections. 

Hon. Mr. Farris: I simply asked a question; I did not make a statement. 

Mr. Exurorr: If I caught it correctly, it was combined with a somewhat 
facetious dig, the point of which was an inquiry whether our zeal had not 
increased in war time; and in the same spirit I replied that we maintained the 
even tenor of our way. ; 

Hon. Mr. Campsetu: Has not section 32 (A) made you a little more 
zealous? 

Mr. Euuiorr: That was a war section, of course, to try to bring into the 
ambit of the law all that it is clearly intended should be taxed. It is an 
extraordinary section, and it really is just a tone or two above the determination 
by law in the normally accepted manner long established over centuries. It 
is just. a tone or two above that, and it was put a tone or two above that because 
men in war time, handling large sums of money and conscious that great 
profits were in the offering, did extraordinary things. I would not make it a 
basis of approach for good peacetime taxes. 

The CHAIRMAN: What do you mean by “a tone or two above’? 

Mr. Exutorr: It is a little above what should be the letter of the law as 
contained in the statute. 

Hon. Mr. Haypen: But you made it retroactive as well. 

Mr, Exuiorr: It was made retroactive. 

Hon. Mr. Lampert: Are not the circumstances which have brought about 
increases in taxes analogous to the circumstances facing a hungry man who 
perhaps does a little stealing to help himself out? 

Mr. Exuiorr: To answer that question, I think, would be to invite a sort 
of philosophic discussion on the powers that move a hungry man versus the 
powers that move a man who wants to avoid taxes, and to correlate the two in 
4 manner that would be satisfactory to you would be very difficult. 

The Cuamman: Gentlemen, shall we depart from our customary practice 
of permitting the witness to complete his presentation before he is asked 
questions? Perhaps his presentation is a little different from the ordinary. 

Hon. Mr. Hata: This is not an ordinary presentation. Mr. Elliott has 
presented his case and he is here now for cross-examination. 

The CHatrMan: If it is the wish of the committee that he may be 
questioned as he goes along, that will of course be all right. | 

Mr. Exusorr: I am quite agreeable to being questioned whenever a point 
of particular interest to any member of the committee comes up. I would 
suggest to Senator Haig, though, that I would rather regret being put in the 
position of a person under cross-examination. I suggest that the matter be 
developed by appropriate questions, rather than by cross-examination, because 
I want to be one with you, neither for you nor against you, but helping to 
develop the subject as best I can. 

Hon. Mr. Hate: Mr. Chairman, I want to point out quite candidly to you, 
and through you to Mr. Elliott, that we are under a very great obligation that 
does not apply to him. The public expects us to represent them. Mr. Elliott 
is one of the ablest men in the Civil Service of Canada, and he ought to know 
more about this subject than any other person. It is our duty to get from him 
the information necessary to enable us to deal with the problems facing the 
people. We want him to help us to make the best possible law for taxation. 
We are not dealing with the incidence of the tax at all. When I say that Mr. 
Elliott is here for cross-examination, I mean simply that he is here to answer 
questions that we desire to have answered. 
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The CuHairmMAN: I think it is clear what you meant, Senator Haig. Mr. 
Elliott himself is a lawyer, as are many of the members of the committee, and 
it is known that sometimes witnesses are treated fairly roughly on cross- 
examination. I do not think he expects to be treated that way here, and I know 
Senator Haig does not intend anything of that kind. 

Hon. Mr. Hata: No. 


Hon. Mr. View: What Senator Haig had in mind was not cross-examination 
as it is conducted in court, but simply the questioning of the witness whenever 
occasion arises. In the course of the inquiry a good deal has been said on 
the question of whether a Board of Tax Appeals should be established. Mr. 
Fraser Elliott has been in Europe for a considerable time, and since his return 
he has prepared a statement, as I understand it, on the question of whether a 
board of some kind to deal with questions of fact and of law would be a good: 
thing for the country. It seems to me—but I do not want to impose my view 
on the committee—that the record would be more intelligible if we allowed Mr. 
Elliott to proceed with his submission, at least on this point, without interrup- 
tion, reserving to ourselves the right to ask a question only when it is necessary 
to do so for purposes of clarification of 4 word or expression used by him. 

The CuHatrmMAN: What is the wish of the committee? Should Mr. Elliott 
proceed with his statement without interruption, except for purposes of 
clarification? 


Hon. Mr. Crerar: Certainly. 
The CuairMAN: Then I will have to rule to that effect. 


Hon. Mr. McRaz: As a layman and not a member of the-legal fraternity, 
I take it that Mr. Elliott is here for consultation and co-operation with the 
committee. 


Mr. ELuiotr: Quite. 


Hon. Mr. McRaz: I think that better expresses the position than cross- 
examination. I have a fear of cross-examination. 


The CHatrmMan: All right, Mr. Elliott. 


Mr. Exuiorr: I might recall to the committee as part of the background 
of this appeal just what has the appeal to do. I fancy most of you know, but 
I will go over the matter shortly. 

The taxpayer feels he has been improperly assessed, and he launches an 
appeal in accordance with the form provided in the Act. The word “form” 
is too indicative. The procedure is so informal that if a man even wrote a 
letter and said, “I have received your notice for assessment for such and such 
a year, and I wish to appeal the assessment,” that would be accepted as an 
appeal. Therefore no taxpayer in Canada is really forestalled in lodging 
an appeal by reason of form. It is very easy to come before the Income Tax 
administration with an appeal. When that appeal is received it is incumbent 
upon the Minister to reply, and he makes a decision as to whether that appeal 
is in his judgment right or not. Before that answer to the appeal goes out it 
generally happens that there is either extensive correspondence or actual 
conferences. 

When the taxpayer is notified that they do: not agree with his appeal the 
matter becomes serious, and we say, “Now, if this appeal is to go on it is 
incumbent upon you to place all the facts that you wish to present on the 
record’”—it is entirely inappropriate that a man should appeal to one jurisdiction 
on only a part of the facts, and then go to a higher jurisdiction with new and 
important facts. The higher court would then be determining the appeal, not 
on the same facts, but on different facts, and that should be guarded against. 
Therefore we say to the taxpayer at this juncture—that is, the juncture of 
having filed his appeal and having been replied to by the Minister—that he 
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must now file notice of dissatisfaction. In that notice he is requested to state 
all the facts give all statutory references that he wishes to refer to, and set out 
in extenso his reasons for appeal. With that he must put up security, mentioned 
as $400. Actually it is not $400 necessarily. The man can give us security in 
bonds, Dominion, provincial or even municipal. Of course, the bond or bonds 
in the meantime draw interest and cost him nothing. On the other hand, he 
can buy a bond from an indemnity company or an insurance company, and I 
understand it costs about $8 or $10. Or he can, put up cash. The majority of 
them do put up cash, and it is held as security. But the point I am making 
is that the cost is not very great. 

When the Minister receives that he feels that he now has all the facts 
and must give an official decision; which he does. It is presumed that he still 
disagrees with the taxpayer. Those four documents, together with the original 
return, constitute the record, and that record is transcribed and lodged in the 
Exchequer Court, and thereupon the matter is ready for trial and hearing. I 
recall that to your mind because that is the background of the present procedure. 

Now, on the question of law and appeals arising thereunder, I am not aware 
of any taxpayer, be he large or small, who really has a grievance on the ground 
that he is put to a great deal of cost to lodge his appeal, give security, and get 
his case to the Exchequer Court. There may have been some delays but that is 
not the complaint, as I understand it. The complaint is, again on the legal side, 
that he has not had his day in court and that he wants a court of small cost 
rather than the Exchequer Court in which to have his case heard; and, of course, 
this means his little case, for if large sums of money are involved in an appeal, 
neither side is going to be content with a minor court decision. The consideration, 
therefore, is in respect of the little fellow. | 

Now, let us presume that we establish an intermediary court called a Court 
of Revision, a Board of Tax Appeals, or whatever name you like to give it, and 
for the moment it is immaterial whether it is a central body in Ottawa of small 
number or large number with itinerant members, or whether it is several bodies 
in different parts of Canada and their decisions being affirmed by a central body 
or court at Ottawa, before being uttered. That is immaterial to the main point, 
that is, there is some kind of a court to hear the little fellow’s appeal and to 
afford him his day in court, and let us presume, although please do not seize on 
the figure, that the court costs were not more than $10; there is also quite a cost 
of compliance with the requirements of the court in the conduct of his case. His 
own time or his own accountant’s or lawyer’s and witnesses mean quite a cost of 
compliance that he has to bear. 

Now, if this court confirms the decision of the Minister, the best that can be 
said is that the taxpayer has had his day in court at the two costs just referred 
to, i.e. $10 and his own time and other costs; but if the court should decide 
against the Minister, as already stated, this taxpayer’s decision is only repre- 
sentative of hundreds and perhaps hundreds of thousands of like departmental 
decisions pertaining to that matter. 

Therefore, to the Minister it is a matter of concern because it is a question 
of law, and the Minister would have to take an appeal to the Exchequer Court. 
This, it is expected, would be found to be the case in the great number of cases 
when the court decided against the Minister, for the simple reason that the 
Minister and his advisers are skilled in these matters inasmuch as they give their 
whole time to it, and secondly, they are aware of the effect of what is called 
; small decision in the wide field in which they operate and have to apply this 

ecision. , 

It is not.easy for the Minister to accept a so-called minor decision in a minor 
case when he has to apply it in a great field to multiple cases resulting in sub- 
stantial sums of money. It is not of course a case of the Minister wishing to — 
support his decision. It is a case of finding out from the most authoritative 
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source whether the opinion of the Minister and his officers, which is contrary to 
the opinion of a Board of Referees or Board of Tax appeals, is right or wrong. 
Now, the taxpayer will certainly, being a small man, object to being taken to 
the Exchequer Court, and he may not appear, because the costs are high, as he 
asserts, in the Exchequer Court, and if he does not appear he in all probability 
may lose his case for want of argument and presentation. , 

Hon. Mr. Haypren: I should like a little clarification there. The Minister 
would still have to support his part, that is, the grounds for the appeal, whether 
the taxpayer appeared or not. | 

Hon. Mr. Bencu: That is the order now. 

Mr. Exuiorr: Observe that there may be room for considerable complaint 
here, for we really have no cure for the situation, except in so far as the Board 
of Tax Appeals has confirmed the decision .of the Minister, and the little fellow 
has had his day in court only to find that the principle of law applied by the 
Department is sustained by the Board. Q. Is it advisable to invite him into this 
position without being very clear on what is about to develop when a small 
case goes to the Board of Referees or Board of Tax Appeals? 

Some might suggest that the Board have final jurisdiction in matters under 
a certain sum. There are two faults to this:— 


1. A small sum may establish a prinecrple in law, which is very great and 
which the Department should adopt in applying it not only to the multiple cases 
in its files of a like character, but in all future years, which means many years. 

This means that this decision is going to be applicable for a great number 
of years, though it is small in itself because a small sum is involved. 


2. To allow the decision to stand as a kind of settlement in that case 
without changing the application of the law throughout the land, is to give a 
taxpayer an advantage over the continuing law as applied throughout Canada. 

That I do not think is right. 

Both these objections cannot be put aside. This shows the ereat responsi- 
bility placed upon the Division in matters of law, of being right. But if, 
perchance, they are wrong, at least this can be said, that they are wrong in a 
uniform manner throughout the whole of Canada and all the little fellows are 
suffering the same detriment. 

Having said so much, I think I should now state that there is not anyone 
present here or in Canada who has a more earnest desire to give the little fellow 
every right that the law, justly interpreted by proper tribunals, can afford him, 
Both you and I are anxious that he should have his full rights and supply him 
with every remedy that can reasonably be made available when he feels 
agerieved under the law, but an Income Tax Law, annually imposed on millions 
of persons, is a law that touches millions of small people and they all must be 
treated alike. : 

_ Therefore, we should dismiss the thought that these special tribunals are 
to be adjustment bureaus with power to reduce or increase taxes by a direction, 
for any little fellow because they think it expedient so to do, not under the law, 
but having regard to the little fellow’s particular circumstances in his domestic 
or business relations. They are courts of law by whatever name, and their 
decisions, it is suggested, should be published and become law. Any published 
decision that is regarded as contrary to the law in the minds of the legal advisers 
to the Administration, is subject to appeal. In other words, these are not 
adjustment bureaus, they are bureaus to determine the law, publish that law, 
and have it applied throughout the land. There are no small cases in the realm 
of law. ) 

Therefore it is repeated that if you invite the little fellow into what is called 
a minor court so that he might have his day in court at little cost, it may amount 
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in the majority of cases to nothing more than a confirmation of that which he has 


already been told. There may be some value to that, but if the Department 


objects to the decision and takes it to the next court, the little fellow might feel 
even more aggrieved, having been put to this additional cost in time and money. 

There is perhaps one advantage which does not redound however to the same 
taxpayer-appellant, namely these boards will be writing decisions. They will 
be published and will be of value to the legal profession, the accounting 
profession, business executives and the public generally. Being a court of little 
cost, there may be many more appeals, and hence there will be a considerable 
flow of decisions, but, I repeat, this is informative to those who are outside the 
ambit of the immediate appeal. : | 

The committee should clearly distinguish between the desire for more 
publicity of departmental determinations and the desire to afford the small 
taxpayer a less costly means of appeal, but only in a court of first instance, for 
he has yet the higher courts as a possibility, if he wishes to appear before them. 

If what is desired is publicity, then we should think of that as something 
separate and not. arising out of appeals. We could set up a publicity board 
which could publish decisions of the administration in important cases, as well 
as publish important general initial departmental interpretations. In other 
words, we should be careful not to seek publicity through the medium of inviting 
appeals by small taxpayers to courts of little cost. 

Hon. Mr. Viren: You are referring there not to publicity as to facts, but 
only as to rulings, so that the principles involved may become known? 

Mr. Exuiorr: That. is right. I say that the taxpayer appellant is not 
concerned with those principles that may be published; he is concerned only 
about his own little case. But I fancy a great many people are approaching 
this subject with the belief that if we have a large number of appeals to an 
easily accessible board, a great many decisions will be given publicity. The 
little fellow is not interested in that, though. Therefore we must distinguish 
between publicity versus giving the little fellow his rights at small cost, 

Hon. Mr. Farris: Isn’t the answer this, that if the Crown wished to go 
beyond that court with small cases it should pay the cost of both sides? That 
is what the Privy Council orders sometimes when it grants an appeal. 
fin a AOrn: I fancy that the Privy Council or any court will hear a case 
in causa pauperis, but are you suggesting that if in a case decided by this 
court of little cost the Crown feels that the principle of law is so important 
that an appeal should be made to a higher court, the Crown should bear the 
cost, even if the taxpayer is a man of substance? 

Hon. Mr. HAaypen: Certainly. 

Hon. Mr. Vien: Why not? 

The CHAIRMAN: This is not a point of clarification, and I think it could 
come up later on. 

Mr. Etuiotr: Mr. Chairman, I have covered my submission on the question 


of appeals pertaining to matters of law. The next part of my submission has. 


to do with appeals pertaining to discretionary powers, and I think before we 
go into that it would be well to have a discussion on appeals on questions of 
law. In the discussion let us not confuse this matter with discretionary powers. 

The CuHarrMan: Is it the wish of the committee to discuss that phase of 
Mr. Elliott’s submission now? 

Hon. Mr. Hata: It seems to me that there might be an overlapping of the 
two points, and if we started questioning Mr. Elliott now he might have to reply 
that some of our questions were concerned with the later part of his brief. I 
think he should go on and finish his submission. - 
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Hon. Mr. Lampert: May I ask Mr. Elliott if those two divisions comprise 
the whole of his submission? 

Mr. Exuiorr: Yes. 

The CyarrmMan: You have finished with what you want to say about 
matters of law? 

Mr. Euuiotr: Yes. 

The Cuairman: And now you want to go on to discretionary powers. 

Mr. Euuiorr: I think that here I might make a comment which to my mind 
is pertinent to both of them. As a Government official not infrequently consulted 
by the Government of the day on tax laws that are about to be enacted, and 
also on procedural matters, I want it distinctly understood that I am discussing 
this subject in only a general manner, that I am not tied to any of these methods 
or ways and means. It would be highly inappropriate that in a public record 
I should lay down something as my view which might conflict with something 
afterwards brought in by the Government, for the opposition could then say, 
“We are quoting from Mr. Elliott’s statement, which is contrary to what the 
Government is doing.” That would create a rather awkward situation, both for 
me and the Government. I do not know quite how to avoid it. I merely 
mention it more as a plea to those who read hereafter to remember that 1 am 
speaking quite frankly in an endeavour to help the committee and am not laying 
down ‘any firm views that can be quoted as my views against whatever may be 
developed in future budgets or taxing laws. 

Hon. Mr. Haypen: You are laying down no doctrine? 

Mr. Exuiotr: That is right. | 

My thought is that I should develop my comments on the handling of 
discretionary matters quite distinctly from matters pertaining to law. Discre- 
tionary power, by its very name, has nothing whatsoever to do with the 
question of law. It is more founded on the principles of reasonableness as 
to quantum of the allowance to be granted or not granted, or the permission 
or non-permission for this or that, having regard to the circumstances of 
the taxpayer and, in a wider sense, to the endeavour to make certain as far 
as possible that this reasonableness is uniform in its application throughout 
Canada in cases that are substantially similar one to another. The minister 
is charged with the determination of matters pertaining to discretion. Should 
we consider removing that responsibility from him and establishing a central 
advisory board not so much skilled in the niceties of legal interpretations, but 
rather skilled in the advisability of this or that business expense, or of this 
or that business activity being proper in relation to the taxpayer’s affairs? In 
other words, the matter is not only one of quantum, but of whether good business 
judgment has been properly ‘exercised, under the powers of discretion, first for 
the taxpayer himself in doing what he did or claiming what he claims, and second 
by the minister in altering downward that action or claim. 

Discretion exercised by an individual or group of individuals living in 
one part of Canada would probably be exerted in a manner different from 
that exercised by an individual or group situated in another part of Canada... 
I do not think I need to develop that point. If parties in different parts of 
Canada were to make a discretionary decision and send it to a central body for 
approval, the different bodies exercising discretion, if not supported in their 
decision, would soon become disgruntled. They would ask for some guiding 
principle on which discretion in every possible and conceivable set of circum- 
stances should be exercised. This is almost impossible to give because the 
matter does not lend itself to principles, such as the principles of law, inasmuch 
as discretion is a question of conscience and good personal judgment quite 
apart from law, having regard to the particular circumstances. As salaries 
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controller I am not without some slight experience in handling boards across 
Canada. We have seven boards across the country. As they begin to get 
into the work a few of them ask, “On what principle do you allow this increase 
and disallow that one?” They want something that is basic in principle. Now 
you gentlemen know that whether a man should or should not get an increase 
in a set of circumstances is not always something capable of being laid down 
in the form of a principle. I suggest that if you have boards exercising discretion 
in different. parts of Canada they quite probably will seek diligently for the 
declaration of some principles equivalent to the principles that underlie law 
and which people can follow with reasonable approximation. 

Therefore it may be—I am not recommending or otherwise—it may be that 
a central discretionary board of say three persons could be set up at Ottawa 
to review the discretionary determinations of the inspectors and the members 
of their staff as they are reported to head office. This board would act in an 
advisory capacity to the minister in cases where there is disagreement between 
the taxpayer and the district office, leaving the responsibility for the conclusion 
of the matter with him. It is almost unquestionable that the minister would 
in every case accept the advice of this board. 

Hon. Mr. Farris: Would that board be in the nature of a court before 
which counsel could appear? 

Mr, Evsiorr: It would be a board to which the taxpayer’s representative 
might make representations. 

Hon. Mr. Bencu: It would be comparable to the Board of Referees as now 
constituted under the Excess Profits Tax Act? 

Mr. Extuiotrr: I should think that is a good analogy. 

This board could, of course, be itinerant, could hear taxpayers in matters 
that are substantially different from the general run of determinations in 
discretionary matters, and after such activities could advise the minister as 
to how he should exercise his discretion. I repeat that I am not recommending. 
That proposal may or may not be good. | 

In the brief presented by the chartered accountants they have set out the 
discretionary powers and determinations which the minister must exercise. One 
must realize that these discretionary powers are spread throughout the Act. 
They are every-day occurrences. They are multiple in their number. Hence, 
both as to weight and number, they might be equivalent to the board becoming 
assessors so far as all the determinations referred to require to be settled. 
One could conceive therefore, that they would require a staff of their own; 
and if that were so, we would be merely substituting one set of assessors for 
the existing set of assessors, and doing the job twice—once by the departmental 
assessors, and a second time as a. review by a second group of assessors 
advising the Advisory Board as to what it should say to the minister or, if 
it were not advising the minister, determining the matter finally itself, as to 
what its final decision should be. If that were to develop our departmental 
assessors might lightly pass the work on to those charged with finality,’ or 
indeed they might be overly generous in their discretions and let the board 
be tough. In other words, human nature being what it is, as our assessors 
in the field deal directly with the taxpayer they want to be reasonable with him, 
and where there is an opportunity to be generous I think it is only natural 
for them to take advantage of that opportunity. If these cases were sent on to 
a central board, the board might say of each of them, “Oh, that is out of line; 
we will have to cut that down.” So in practice our assessors could become 
not the diligent vigilant reasonable men that I think they are, but easy and 
lax, taking the attitude, ‘There is another body looking after that; let us 
pass it on.” That is a danger, and when you look at the list of discretions that 
the minister has had to exercise and the determinations he has had to make, 
you realize it is a matter of real concern. . 
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In other words, there is really no perfect answer to the exercise of discretion 
in a managerial sense. It may be that this board should be called upon to 
consider discretion only when the taxpayer appeals the discretionary determina- 
tion made by the minister on the advice of his regular officers, and this perhaps | 
is the extent to which the board should function. 

It does not appear appropriate, and I would not think that the higher 
courts would wish to have thrust upon them the duty of determining matters 
that are not questions of law. The judges of the courts are skilled in matters 
of law. Who would care to comment on their discretionary propensities? They 
are not presumed or required to know the advisability of this or that expenditure 
or the taking of this or that activity as a proper business move, at least not 
as well as those ministers who are in daily touch with public and business 
affairs. : 

It is not a question of law that the judge would be asked to determine, 
but one of reasonable judgment in a widespread field, such as income tax law, 
and I submit that their reasonableness should not be substituted for the 
reasonableness of those who are more closely associated with the things they 
are dealing with. 


presided over by judges. They properly refuse to substitute their discretion 
for that of the minister. All they do in law is to say “Has the minister 
considered the facts; has he applied the rules of natural justice?” If he has 
done those two things, and the court is satisfied he has, they do not over-ride 
ministerial discretion. In other words, the manner of doing in the light of 
knowing the facts is essential. What the courts will say is: “Did you know 
the facts, did you sit down and consider them? If you did, that is the end of 
it.” I agree with that as my interpretation of the presently existing law. 

Hon. Mr. Vien: Is there not something more? Must not the discretion 
be exercised judicially and reasonably? 

Mr. Evxiorr: I covered that under the head of natural justice. 

It is one thing to list, as the Chartered Accountants’ brief did, and indeed 
rendered good service to you by so doing, it is one thing to list as bold statements, 
and it is another thing to turn up the section in which these matters are found 
and ask the question: “If we were drafting the law, would we give the Minister 
discretion or would we make the law fixed and rigid with no possible consideration 
for the business side or other features that arise in the affairs of taxpayers?” 
A rigid law can work great hardship. 

My belief is that more damage will be done by rigidity, affording thereby 
no relief to a taxpayer, no matter how reasonable he may be in his action, as 
opposed to making it possible for some consideration to be granted under the 
terms of the law. 

Of course, the reasonableness of the Crown’s action is never the subject of 
complaint, and you hear nothing on that score, and therefore, you are impressed 
by the complaints wherein a taxpayer is precluded by the Crown from certain 
actions, on the ground that they are not in accord with the allowances given 
or denied to other persons. Perhaps the matter is over-stressed by a few 
interested parties or groups, or perhaps not. 

That is to say, by and large the quantum of discretions has not become 
the subject of great complaint. At least I think I can give that as evidence. 
But there are those who have .special interests that find the discretion is not 
exercised according to their view, and the question is: “How can we deal with 
that complaint?” . 

Hon. Mr. Vien: There is very little room for complaints of discrimination, 
because the decisions are kept secret. 
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Mr. Exuiorr: Oh, no, they are not secret. The taxpayer knows all about it. 
The question is whether the other taxpayer knows about it. 

Hon. Mr. Vien: Does he? 

Mr. Evutorr: No. Of course you cannot say to another taxpayer, “Tn 
relation to these facts in this taxpayer’s affairs the following was done,” because 
you are not allowed to tell the other fellow about his affairs. There is a real, 
strict limitation upon that disclosure. 

Now I will give you an example—an actual occurrence— of the damage that 
can be done by a rigid law. Let me preface it by suggesting that we analyse 
the powers and then ask ourselves the question: Should the laws be more rigid? 

For example, a Canadian subsidiary of a United States parent had as its 
president a non-resident individual who was president of both companies. The 
parent, by its world-wide activities, was in a favourable position, situated as 
it was in New York and with the aid of its travellers, to make world-wide 
purchases in great volume at good prices, and after having so purchased, to 
distribute the goods at their cost to all branches and subsidiaries in North 
America. There is no question that the value to the Canadian company was 80 
great that it meant profits to the Canadian company, as opposed perhaps to no 
profits if such services were not available. 

The salary of the non-resident president was $65,000, as I recollect; that 
figure is more or less correct. 

A resolution was introduced some years ago rigidly stating that salaries 
paid by Canadian companies to non-resident officers would not be allowed as a 
deduction, but this resolution never got through the House, because those con- 


cerned insisted that there was real value coming to the Canadian company, and 


that if not the whole salary, at least some part of the salary, should be allowed 
as an expense, and it was so provided. But had that resolution passed the law 
would have been rigid and we should have been taxing the Canadian company 
unfairly. 

It is simply pointed out that if this committee were empowered to write an 
Income Tax law and did write it, with an absence of appropriate powers and dis- 
cretions, there would soon be a greater volume of concern than we now have. In 
fact, I doubt if such a tax measure would be acceptable to the country at all. 
Realizing, therefore, that we must have powers and discretions in any law that 
touches the people at so many points and so vitally, we are back to the question 
of how those powers should be exercised. 

That is all I am going to say on the introduction to the method of handling 
discretionary powers. When we discuss this matter I would ask all members of 
the committee to try to keep the two separate; that is, merely matters that raise 
ereat questions of law, versus the discretionary power, which has no real principle 
of Jaw involved in it but rather good judgment. I think at this point, Mr. 
Chairman, we can enter upon a general discussion. 

The CHatrmMAN: Gentlemen, in our other meetings when a witness has com- 
pleted his presentation we have asked Mr. Stikeman to proceed with his ques- 
tions. Do you wish to follow that procedure now? Any objections? 

Some Hon. Senators: No objections. 

The CuarrMan: Mr. Stikeman. 

Mr. Stixpman: Mr. Chairman, before I proceed with my questions in detail 
I should like to make a few remarks as to what I conceive to be my duty 
throughout this hearing and the proper attitude for me to adopt to-day, in view 
of the witness’s opening statement as to the difficulties resulting from his presen- 
tation of views of a personal nature which might possibly be misconstrued by 
other persons reading the record. 
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As I understand, we are here in this committee to conduct an entirely 
objective investigation and inquiry on certain statements of facts, and in doing 
so we have directed our attention entirely objectively to ascertaining the 
validity of the facts and the soundness of the opinions and views put before us. 
We have endeavoured to deal with every witness who has presented a brief to 
this committee in precisely the same manner, neither in the form of examination- 
in-chief nor of cross-examination in the legal sense. We have been guided solely 
by our desire to reach the truth in every submission of fact or opinion. 

It is therefore my view that we wish to deal with Mr. Elliott im precisely 
the same way in which we have dealt with the other witnesses, that is, objectively, 
in order to obtain real and considered guidance for this committee in formulating 
its conclusions. 

If my questions may seem to-day to be somewhat searching, or perhaps 
doubting, in their measure, I should like to point out, Mr. Chairman, to the wit- 
ness that that attitude is entirely prompted by a desire to avoid any misunder- 
standing in this room, and at the same time to avoid embarrassing any witness 
by making remarks which might be regarded as not fair comment. 


I notice that Mr. Elliott has divided his very interesting statement into two | 


general categories, and that he has confined himself to the consideration of the 
establishing or the not establishing, of a board to consider appeals, and the 
possibility of that board being used to consider matters of discretion. Mr. 
Elliott has told us that he has made these two divisions for the reason that, in 
his opinion, matters of law and matters of discretion may not necessarily be 
suitably considered together. 

Before going into a discussion of Mr. Elliott’s statement and ascertaining 
some of his opinions in detail, I should like to read a brief statement which I 
prepared during the course of last week, and in which I have endeavoured to 
synthesize the views presented to us as evident in the public mind; and also 
the statements and submissions of witnesses before this committee on questions 
of law and of discretion in so far as they pertain to the making of an assessment 
and the affording the taxpayer the possibility of a review. 

The following synthesis—it can scarcely be called a summary—I will now 
read. 

The general opinion would appear to be that the taxpayer should be provided 
with a speedy and inexpensive tribunal to which he may take all disputes arising 
from assessments, including questions of fact, questions of law and questions 
arising out of the exercise of ministerial or administrative discretion, and that 
he be assured through ready access to such tribunal of an impartial and 
considered adjudication. I believe a majority of the witnesses considered it 
essential that the adjudicating body should be able to substitute its opinion for 
that of the Minister or of any administrative tribunal which has exercised 
discretion, in so far ag the exercise of discretion has entered into the making of 
the particular assessment in dispute. 

The second broad principle which has been brought out by the questioning 
of witnesses before this committee is that the adjudicating body—the Board—by 
considering the various exercises of discretionary power and the various questions 
of law would ensure the continued flexibility of the statute, since the rendering 
of decisions on these matters would reduce the need to remove entirely the 
discretionary authority now contained in the statute. It is true that many 
witnesses have urged that the discretionary powers should be reduced in number 
and perhaps in some cases in form. The feeling has been apparent, however, that 
if such a body were created which could consider impartially the exercise of 
discretion and the reasons for the exercise of that discretion, it would not be 
necessary to eliminate discretionary powers from the statute, and that that 
would be conducive to maintaining the flexibility of the present act and the 
freedom of movement which the administration must necessarily have in making 
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it a working document. In addition it has been considered that the rendering of 
decisions on questions of discretion as on questions of law and fact would be 
useful not only to taxpayers but to officials acting for the Minister of National 
Revenue, who would thereby be afforded guides of increasing usefulness as a 
body of jurisprudence was established relating to the proper consideration of 
the various questions of law and fact in particular instances. 

Lastly, and following from these two main principles which have become 
apparent to us, it would appear that the witnesses have considered that the 
accumulation of a body of precedent through the publication of decisions or 
reasons of whatever board may be set up, would tend to diminish the need for 
departmental directives, in so far as they appertain to questions of substance 
rather than to questions of administration within the precincts of the department 
itself. It is also felt that in addition to relieving the administration of the very 
real burden of administering through directives, the body of precedent built up 
by this board would assist in the clarification of many sections of the taxing 
statutes that are now obscure for want of final determination or interpretation 
‘by a court, and that in turn this body of precedent might diminish to some 
extent the need for redrafting holus-bolus large portions of the statutes, since 
those sections which are now charged with ambiguity or difficulty by the public— 
and in some cases by the administration—would perforce obtain certainity 
from the application to them of the decisions of the board. 

I felt it was necessary to put before the committee what I have conceived 
to be the general principles brought out in the evidence, in order that we might 
have a real opportunity to evaluate the very interesting suggestions and 
comments made by the witnesses. If in his draft memorandum, of which I am 
fortunate enough to have a copy before me, Mr. Elliott takes issue with some of 
those principles, I feel that he does so upon a basis of very wide and lengthy 
experience, and that before attempting to evaluate the principles presented to 
us we should not pass up the opportunity to ask him certain questions concerning 
those principles and also certain questions on his statement. 

Hon. Mr. Viren: I understand that you have given a summary of the 
evidence presented to this committee on the points you have mentioned. 

Mr. STIKEMAN: Correct, sir. 

Hon. Mr. Vien: From a reading of the evidence do you understand the 
general feeling to be that the act should be so changed as to divest officers of 
the department of all discretionary powers, or do you regard the general 
request or expression of opinion to be that when discretionary power 1s exercised 
by the department there should be an opportunity for the taxpayer to ventilate 
any grievances that he may have? 

Mr. SriKEMAN: The evidence would appear to indicate the general feeling 

to be that discretion cannot be entirely eliminated in every instance from the 
statute. 7 ; 
Hon. Mr. Vien: My question was directed to another point. Is the general 
feeling that discretion should be exercised exclusively by an outside board, 
or that it should be exercised by departmental officials, with an opportunity 
for appeal being given to the taxpayer? ; 

Mr. SrikemMANn: Your last statement expresses the general feeling, sir, . 
namely, that the discretion, wherever it is put in the statute, should in the 
first instance be exercised by departmental officials, but that their decision 
should be subject to appeal—or perhaps the feeling is better expressed by the 
word “discussion”—before another tribunal. 

Hon. Mr. Vien: When you were summarizing the evidence I understood 
you to say the general feeling was that the discretionary powers that must be 
written into the act to keep it flexible should not be exercised at all by officers 
of the department. I am glad to be corrected. | 
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Mr. StTrKEMAN: That was not what I had in mind, Senator. I have 
attempted to state what the evidence indicates to us as being the general 
feeling of the witnesses, namely, that the number of instances of discretionary 
power in the statute might perhaps be reduced; and, secondly, that where 
discretionary power remains for necessary administrative purposes and because 
of the practical inability to legislate to cover every detailed instance, the 
discretion should be exercised by administrative officials, but that the exercise 
should be in some manner subject to review by an independent committee or 
tribunal divorced from the hand which imposes the tax. 


Mr. Elliott, in the evidence that you gave before this committee last 
November you said, as reported at page 108 of the proceedings, “If there is 
a belief among our people that they are deprived of a competent court at a 
reasonable cost, then the people’s wish should be met.’ I suggest to you that 
by and. large there are very few who are asking for the establishment of 
another court, but if there are they certainly should have it. From what you 
have said this morning I now understand—and I am stating this only to make 
sure that I understand you correctly—that your references to a court in that 
connection have been to a court or board for the consideration of questions of 
law only and not questions of discretion. Am I correct in that understanding? 

Mr. Exuiorr: I think that is correct, yes. 


Mr. StrkeMAN: In making the distinction between questions of discretion 
and questions of law, do you feel that all questions of discretion as at present 
entrusted to the administration are entirely matters of fact, or do you not 
feel that some of them turn upon a proper construction of the statute and 
thereby verge over into the field defined as law? 


Mr. Exuiorr: Well, I draw a sharp distinction between the two, taking 
discretion as not relating to principles of law. I thought that questions having 
to do with principles of law should go to what you call a court, and that 
questions having to do with discretion should go to those who are not of 
the Judiciary. If you are going to have a separate body to consider discretion 
it should be composed of men of wide experience in business matters. Discretion 
touches business closely, and therefore the men who sit in review should be 
business men. 


Mr. STIKEMAN: Is it your opinion from a practical point of view, not 
as a public official, that such a court—to give it the name which was given to 
it in the earlier evidence—in so far as it deals with questions of law should 
be like a court in the sense that it is divorced from the Department of National 
Revenue or the taxing authorities? 

_ Mr. Exxiorr: Oh yes, it should be separate from the administration, an 
independent. court. 

Mr. STIKEMAN: It would also seem that if this court is to be independent 
the appeal procedure should not be so devised as to prevent the department 
from examining, in advance of going to the court, the grounds of objections 
raised by the taxpayer to his assessment?. 

Mr. Exuiorr: There are two points there. The administration must first 
have all the facts. After the taxpayer has set out certain facts in his appeal to 
the administration, he should not be permitted to present adiditional facts to 
the court. That would be disastrous to the whole system, from the administra- 
tion right up to the highest courts. 

Mr. Strxkeman: You think that a better outline of the procedure would be 
something like this: that the taxpayer should receive either an assessment or 
what amounts to an assessment, a notice of intention to assess, and within a 
certain prescribed period have an opportunity to meet with the proper official, 
as he has today, and discuss the merits of his case, and that only after that 
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- point and some confirmatory action on the part of the minister, such as an 
affirmation of assessment or a notice of affirmation of assessment, should the 
taxpayer be permitted to go further, or should the minister be permitted to go 
further if he so desires? 

Mr. Euuiorr: That is right. There should be a complete disclosure to the 

administration, and the decision should be made in the light of that full 
disclosure. Then if the taxpayer wishes he should go to the higher court, but on 
the same facts, on nothing new. , 
_ Mr. Srixeman: From a practical point of view and in the light of your 
experience have you any comments to offer to the committee on the various 
suggestions which have been made in the evidence as to the formation of the 
proposed board to deal with questions of law? 

Mr. Exuiorr: Do you mean in its constitution, its membership? 

Mr. Srixeman: Yes. You mentioned that a great number of appeals might 
be expected. Could you indicate how many individuals might be necessary to 
cope with such a large number of applications? ; 

Mr. Exuiorr: Well, I do not want to indicate a preference, if that is what 
you are driving at,— 

Mr. StikEMAN: No. 

Mr. Exuiorr:—between a central body to whom all must come, or a central 
body to whom some must come, and a body so large that it has its members 
available in groups of two or even only one in various parts of Canada. In 
other words, an itinerant court with sufficient membership to send one or two 
members in various directions across Canada, and thereby as a matter of con- 
venience carry the venue to the place where the taxpayer resides. Their decision 


would be approved by the central board. These all have their good features. — 


I would only suggest that if we realize we are dealing with decisions that are 
almost equivalent to statutory directions—laws that must be obeyed by inter- 


pretation the same as statutory laws—then it is apparent that this is a very. 


important court or body of persons. The members of this board should in my 
judgment have a standing that would command respect, for the reason that if 
they have not that respect people will say, “We will take our case beyond them.” 
There is not the satisfaction that a higher court does afford a person of saying 
that his case was well considered by capable persons. Therefore you must set up 
a dignified, qualified, well paid body of persons to deal with things that you 
are calling small, but in fact they are nearly always concerned with future rights. 

The CHairMAN: Would you be in favour of regional boards whose members 
would not necessarily be also members of that central body? 

Mr. Exvuiorr: No. I would be inclined to have the focus of power in the 
board at Ottawa, for regional boards will unquestionably give decisions different 
from those given by other regional boards on matters that superficially may 
appear different, but basically the thread of law running through them is the 
same. I think before the board speaks it must speak: as a central organization, 
the same as the Exchequer Court, which is a central organization, although it sits 
in various parts of Canada and is thus itinerant in character. | 

Hon. Mr. Vien: Do you think the suggested board might be constituted 
similar to the Board of Transport Commissioners? This body sits as a single 
board, but it can delegate two or three of its members to hold sittings in the 
West or the East. 

Mr. Exuiorr: A very good analogy, senator. I think that is correct. 

Mr. StrxemMan: Do you feel that the establishment of such a board would 
assist or hinder the administrative efficiency at the division? 
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Mr. Exuiorr: Technically, the answer would be no because I am not 
conscious: of the need of any court, be it new or old, to assist ministerial 
discretion. But I do not think that is quite the point. The point is, does the 
taxpayer feel assisted by this new court? If he does, and there is a demand for 
it, this being a real democracy, I would say, let him have it. He may not get what 
he hopes for, but it is one more court he can go to, if his case involves a real 
principle of law, before he reaches the court of ultimate decision, 


Hon. Mr. Vien: What we had in mind was that the board, once constituted, 
would hear appeals from any taxpayer, and that there would be a right of appeal 
from that board to the Supreme Court of Canada. 

Hon. Mr. Huarsssen: On law only? 

Hon. Mr. Vien: I do not think so. Speaking for myself, I would suggest 
an appeal on law, on facts,.on jurisdiction and on discretion. Further, I would 
suggest that the same board should have full jurisdiction in all these matters. 

Hon. Mr. Hucsessen: No. I meant, would there be an appeal from that 
board on all questions? 


Hon. Mr. Vien: All questions. I would think that even the Railway Act 
might well be amended to that effect. In my experience it would have been 
preferable in all cases that the Supreme Court of Canada should have a. right 
of ae not only on questions of law or jurisdiction, but on questions of fact 
as well, 


Mr. Strxeman: I think it is important that we should go back to the 
question I asked the witness as to whether the suggested board would assist 
or hinder the administrative efficiency of the division. I should have said, 
would it assist in dividing or helping to bear the general administrative burden, 
which is very heavy? Because if the Board or court would impair or not assist 
the division in that respect, it would also to the same extent not be of the 


_value to the taxpayer that you conceived it might be. 


Mr. Exurotr: I have two questions before me. One is Senator Vien’s 
question and the other is Mr. Stikeman’s. I assume it is of the first importance 
that I answer the honourable senator’s question. 


The CuamrMAN: Mr. Stikeman is doing the questioning just now. 
Mr. Exuiorr: Well, I will take direction from the chair. 


Hon. Mr. Viren: Then I must apologize to the committee. I thought that as 
soon as Mr. Elliott had completed his statement members of the committee would 
be given the privilege of asking questions. 

The CHatrMAN: Our practice has been to have Mr. Stikeman complete his 
questions first. 

Hon. Mr. View: I misunderstood that. 


Mr. Extrotr: To answer Mr. Stikeman’s question, if there is a court that, 
as we expect, is to be used to a greater degree than the presently constituted 
courts, it necessarily follows that there is additional work for us to aid that 
court with documents, all of which have to be copied and put in order with 
the necessary covering documents prepared to pass the whole file on to the 
court that would be established. If there. are to be more cases, it means 
more work for us. That follows, not as a matter of opinion but as a necessary 
result. 

Mr. Stixeman: Do you not feel that after the initial phase of appeals— 
which might release the floodgates—is over, precedents might be established 
which might lighten the administrative burden by simplifying the problems to 
be considered, by reason of their having already been considered and in large 
measure determined? 
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Mr. Extiorr: No, I do not think so. I think we must make it plain that 
we are approaching this as a ready reference for small taxpayers, that is, to 
establish a court which will determine questions of law. In that statement 
there is inherent the thought that we shall make the little fellow the medium, 
through his cases, of determining the jurisprudence arising on appeals under the 
Income Tax Act. If he has a real case now he can go to the Exchequer Court. 


Hon. Mr. Haypen: There is something I do not follow, that is, the 
assumption that we are discussing the establishment of a board of review for 
the purpose of giving the small taxpayer. ready access to it. I thought it was 
to be an appeal board for everybody. ‘ 


The CHAIRMAN: Quite so. 


Mr. Exuiorr: I thought the genesis of the suggestion was that we were 
trying to assist the small fellow to get into court at little cost. 


Hon. Mr. Haypen: That is only one element. 


Mr. Exuiorr: I thought he represented 70 per cent of the whole. It comes 
down, then, to this: Shall we establish another court rather than resort to 
the Exchequer Court? 


Hon. Mr. Haypen: Yes. 


Mr. Exuiorr: Then it comes immediately to my mind, why not extend the 
Exchequer Court if the suggested board was not for the purpose of assisting 
the little fellow to get into court at less cost. 


The CHAIRMAN: Senator Hayden is right. I do not think the Be 
had in mind the little fellow; the proposed board was intended to cover all 
taxpayers, large and small. 


Mr. Exuiort: I repeat my comment, I would feel it very difficult to dis- 
- tinguish between the need of a new court and enlarging the present court. 


Mr. StrkKEMAN: We will leave that over for general discussion, in which 
Senator Hayden will probably participate. Do you not feel, however, Mr. 
Elliott, that the decisions of this board or court would to some extent render 
unnecessary the standard interdepartmental directives or perhaps limit them 
to the extent that they make known such matters to the officials of the board? 


Mr. Exuiorr: I do not think it would have much effect, for this reason, we 
have to determine officially what the law is applicable to all persons, and to 
do that we have to send out directives. It may happen that somebody in some 
part of Canada takes exception to a directive, and it forms the basis of an 
appeal; but before it gets to this new board we have to send out our directive in 
any event. I fancy this new court would be found to support our directive or 
determination in the particular case that it applied to. We would still have 
to send out directives, and ultimately they would either be confirmed or altered 
by this court. In any event, I do not think it would cut down the necessity of 
advising our assessors how to behave. 


Mr. StrKEMAN: I suggest that as the decisions of the court are built up, 
and as the law gradually covered the various fields in which it has been neces- 


sary to consult various officials and secure uniformity of action through the 


internal directives, that whether or not those directives are endorsed by the 


decisions of the court—as they probably would be—the need for them as 


internal documents would cease, because the public would also be aware of 
the principles upon which they were founded, and the two would gradually 


come into conformity. One of the criticsims has been that the public has not 


had access to the rulings of the Department. I submit the proposed court 
would remove the grounds for that objection, in that it would make known the 
principles upon which the Department acted in its general rulings. 
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‘Mr. Exuiorr: The comment on that is that the decisions of the court would 
only be in substitution of the directives, would take their place. 

The second part you touch upon is what I want you to keep in mind, that 
there is an element of publicity in this. Our directives could have been publi- 
cized. Long before we went to court we could publish these directives. 

Hon. Mr. Haypen: They would still only be directives. 

Mr. Exuiorr: And still only a decision of the court. Both of us might 
quarrel with it. 

Hon. Mr. Haypen: Would you not issue your directive prior to the decision 
of the court? 

Mr. Exuiorr: No. I am just saying that the court’s decision takes the 
place of our directive—either confirms or changes it. 

Mr. SvrkpmMan: The taxpayer would be less inclined to contest a ruling 
when met by the published decision of a court which was available to him as a 
court of review or appeal? 

Mr. Euuiort: I think that is right. 

Hon. Mr. Hata: May I remind Mr. Stikeman what Mr. Oliphant said on 
that very. point, that when the taxpayers were able to get to the court of tax 
appeals, the appeals at the outset were very numerous, but after a certain period 
there was a marked reduction. . 

Mr. Stixeman: He said there was a tremendous number of appeals and the 
court was unable to deal with them, but that they began to level off as juris- 
prudence became available upon multiplicity of points, and the appeals remained 
at a point of from 890 to 900 a year. But that is not quite on the question I was 
endeavouring to put to Mr. Elhott. 

Mr. Exuiorr: If I may interrupt, the essence of that is this, the taxpayer is 
more ready to accept the decision of a court than he is the directive of the Depart- 
ment, That is all there is to that. We have to give the initial directive just 
the same. 3 

Mr. StrxpemMan: Would you say it might be possible to establish an advisory 
board to which the taxpayer or the Department might repair for consideration 
of the exercise of discretion? In answering a question I put to you earlier, [I 
believe you intimated that such a board or committee might suitably take the 
form of the present board of referees. If I am wrong in that understanding 
please correct me. 

Mr. Exuiorr: My thought was that a committee or a board of sound busi- 
ness men might exercise a review of this discretion in an advisory capacity. Il 
doubt very much the wisdom of taking the responsibility in this kind of thing 
wholly away from the minister. The advisory board might hear the taxpayer, 
but they should not make a final decision overriding the minister’s responsibility. 
As Minister of National Revenue he is responsible to his people for the discharge 
of his duties, as a reasonable man closely in touch with their affairs. 

Hon. Mr. Vien: But the objection to the present practice was that the 
minister does not exercise the discretion, that the discretion is being exercised 
by departmental officials who have already made a ruling. 

Mr. Exuiorr: In the practical sense that is correct, but in the sense that the 
public look upon the minister in every department the civil servant does the 
job and the minister takes the responsibility to his people. That is a very good 
principle and I am suggesting that we should not disturb it. Therefore I 
suggest an advisory board. . 

Hon. Mr. Vien: That would be all right in the initial stage, but when the 
minister has exercised his discretion as advised by his departmental officers 
the taxpayer should have recourse to some body who can review that discretion. 
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The Exchequer Court, as you know, will refuse to review the exercise of discretion 
by the minister in a case in which he has been in possession of all the facts. 
The Exchequer Court will say, “It is not our function to exercise the discretion 
which, under the act, rests with the minister.” It has been suggested to this 
committee that it might be a good thing if a body of some kind were established 
to review the exercise of discretionary power by the minister, and that that 
body should be completely divorced from and independent of the departmental 
officers. 

The CHarrman: Mr. Elliott has already said that he thinks the final 
discretion should remain with the minister. 

Mr. Stixkeman: I do not think Mr. Elliott has indicated the manner in 
which the board should be set up and I do not think he would wish to make 
a definite statement on that point. I would like to ask him whether, when 
suggesting that it might be possible to have such a board, he had in mind that 
the taxpayer should be permitted to go to it as of right or only after considera- 
tion of his case by the administrative officials? 

Mr. Exuiorr: An initial discretionary determination must be made by the 
administration in all cases. Then the question is: how would it come before 
this board? One way is this: the taxpayer, having been advised of the 
discretion, can say, “I wish to have this referred to the board.” Then the board, 
having been given the complete powers that Senator Vien suggests, could raise 
or lower or otherwise change the effect of the discretion. I am suggesting that 
the board should be able to review the case and refer it back to the minister in 
an advisory way, saying “We recommend that this discretion should be exercised 
in the following manner,” or something to that effect. The responsibility rests 
upon the minister whether he should take that advice or not. Under our 
constitutional set-up he is not divorced of that business power. 

Hon. Mr. Hucessen: In other words, Mr. Elliott, you would not allow the 
board to override the discretionary power of the minister? He would remain 
the final authority? He might or might not accept the view of the board? 

Mr. Exuiorr: That is right. I imagine that in the vast number of cases 
he would take their advice. 

Hon. Mr. Hate: But what if he did not? 


Mr. Exuiotr: He is charged with responsibility in public affairs, and he 
could say, “In the interest of the public I do not think that recommendation 
is right.” 

The CHairMAN: Mr. Elliott has made that point pretty clear. 


Hon. Mr. Crerar: I would lke to ask one question. If the minister’s 
decision should be against the recommendation of the appeal board, what redress 
would you say the taxpayer should have? 

Hon. Mr. Haypen: None. 


Mr. Exuiorr: I would not say none. I think there is redress in the larger 
sense. If the taxpayer thinks that the minister has exercised his discretion 
in an improper manner, he will have to take it up through his member, I 
suppose, with a view to having it brought up in the house as a matter of public 
concern. The member might allege in the house that the ministerial power of 
discretion is being abused. The minister is responsible for the exercise of his 
powers, and if they are not exercised in a proper manner he has to suffer 
whatever results flow from that. 


Hon. Mr. Crerar: But the penalty on the minister could come only from 
an aroused public opinion? 


Mr. Exuiotrr: That is about right. 
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Hon. Mr. Vien: Is it not preferable that there should be a court that would 
make a finding in a judicial manner, rather than that the matter should be 


“brought into the political arena? 


Mr. Exuiorr: The minister is charged with the administration, and these 
matters of business judgment are part of his duties. 

The Cuatrman: I think Mr. Elliott has made it very clear that he is not 
in favour of having the discretionary power taken away from the minister, that 
he believes the minister should have the final say. 

Hon. Mr. Haypen: But there is still the question whether there should not 
be some board to which the taxpayer could apply for a ruling as to whether 
there has been a proper assessment, after the minister has exercised his 
discretion. 

The Cuairman: Mr. Elliott has said that the taxpayer’s only remedy is to 
go to a member of parliament and ask him to bring the matter up on the 
floor of the house. 

Hon. Mr. Haypren: That is the only remedy now, but does he not think 


there should be a board? 


Mr. Exutorr: I will answer-it again, and I may put it in a little different 
way. I think the discretion should always be with the minister. After he has 
exercised discretion in a case and advised the taxpayer of it, the taxpayer 
may say he is dissatisfied, and the administration could then have the matter 
referred to the advisory board. Let us assume that the advisory board states 
that in its judgment the discretion has been improperly exercised. It therefore 
advises the minister to review his discretion. The minister may say, “I accept 
that advice and I will alter my decision’’; or, contrariwise, he may say: “I will 
not accept that advice, because in the larger view I do not think we should give 
that quantum to that particular taxpayer. If we did so it would have too wide 
an effect across the rest of Canada.” Let me give you a rather extreme example. 
A taxpayer claims 23 per cent depreciation on his machinery because it is used 
in a certain way. The administration says: “We will not allow you more 
than 10 per cent, which is the rate common throughout Canada. Your machinery 
may be slightly different from the general run of machinery, and it may be 
used under conditions such that the elements play havoc with it, but we do 
not think you should be allowed more than 10 per cent.” The taxpayer is 
dissatisfied, and the matter is referred to the board. Let us suppose that the 
board says that due to the location of the machinery and the surrounding 
circumstances the rate of depreciation allowable should be 23 per cent. The 
minister may say: “If I allow that taxpayer to deduct 23 per cent for deprecia- 
tion I will have to raise the rate for depreciation of machinery all across 
Canada, and I am not going to do that. The taxpayer will get his money back 
in any event within a certain time, and I am going to allow him only 10 per 
cent.” In other words, he exercises his discretion in refusing to accept the board’s 
recommendation, believing that that recommendation would be detrimental to 
the public interest. 

Mr. SrrKEMAN: Witnesses have repeatedly stated to this committee that 
they feel there should be some method of divorcing the hand which metes out 
the discretionary decision—whether that decision be reasonable or unreasonable 
—from the hand that imposes the tax which follows from the exercise of that 
discretion. | 

Mr. Exuiorr: I do not agree with that. 


The CuarrmMan: I think Mr. Elliott has been very clear on the point. We 
are just rehashing it. | 

Hon. Mr. Hata: I think we understand his point. We may agree or not 
agree. 
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Hon. Mr. Vien: To my mind Mr. Elliott has been very clear; he has 
repeated his answer often in different forms. But what is clear to the chairman 


or to other members of the committee may appear to another member to call_ 


for further question. 
The Cuamman: That is so, and we have now come to the point where 


members may question Mr. Elliott. Our general practice has been that after— 


Mr. Stikeman has completed his examination of a witness, the members of 
the committee, beginning with the one on the extreme right, put any further 
questions that they may wish. Now that Mr. Stikeman has completed his 
questions I am going’ to ask Senator Vien to ask whatever questions he may 
have in mind, and we will move right down the line of members so that every 
one will have an opportunity to participate. 

Hon. Mr. Camppety: It may be that a question asked by one member on 
a particular point will give rise to a question in the mind of another member; 
and perhaps it would be better to permit questions to be asked out of turn 
so as to clear up one point before discussing another. 

Hon. Mr Vien: I do not like the procedure you have suggested, Mr. Chair- 
man. I would rather have it understood that each senator is free to ask ques- 
tions, without being required to speak in turn, as in a school. I suggest that if 
an answer to one question gives rise to another question in the mind of a differ- 
ent senator, that senator should have the privilege of asking his question then, 
regardless of where he is sitting. oer 

The CuHatrMan: I do not see any objection to that. The procedure to which 
I referred is one that we have been following here with a view to ensuring that 
every member of the committee gets an opportunity to ask questions. However, 


if the committee wishes that the questioning be thrown wide open and that we 


no longer follow the practice of asking questions in turn, that will be all right. 
Hon. Mr. McRae: In this instance, Mr. Chairman, I think that would be 


preferable. 
The CHAIRMAN: Is it the wish of the committee that the questioning be wide 
open? 


Hon. Mr. McRaz: I think in this case that will be preferable, Mr. Chairman, ~ 


for there are certain members of the committee versed in certain features. 
The CHarrmMan: Is it to be a wide open discussion? 
Hon. Mr. BucuHanan: How long are we to have Mr. Elliott with us? 
The CHarrMan: We were hoping to complete his evidence this morning. 
Is the meeting open now for any member to ask questions? 


Hon. Mr. Viren: Mr. Chairman, I would suggest that inasmuch as we shall - 


have Mr. Elliott’s and Mr. Stikeman’s statements in print we should wait until 
they are available before we question these gentlemen. It would also give us 
the opportunity of summarizing and limiting our questions to essential points. 
_ The Cuarrman: Would you suggest that we adjourn now until we get the 
printed proceedings? ; e 
Hon. Mr. Vien: Yes, unless any honourable gentlemen have questions to 
put now. 


_ Hon. Mr. Crerar: I should like to ask Mr. Elliott a question following up 
his statement a moment ago. Personally, I think it is rather important. If a 


taxpayer appeals to the board, and the board reverses the decision of the — 


Department, then, as I understand Mr. Elliott’s suggestion, the Department is to 


report the facts to the Minister, who reviews them and may or may not accept. 


the view expressed by the board. 
Mr. Exuiotr: In discretionary matters. 
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~Hon, Mr. Crerar: Yes, in discretionary matters. If the minister does not 
* accept the view of the board, I ask Mr. Elliott what redress the taxpayer would 
then have. Mr. Elliott suggested that the taxpayer would go back to his mem- 
ber. This means that his member would ask questions in parliament and the 
matter would be discussed there. Personally, I think it is desirable, if possible, 
to keep out of that atmosphere. If not, political considerations are almost cer- 
tain to be brought to bear, and you will have arguments pro and con, aimed 
wholly at some sort of political decision. Is that desirable? I cannot think 
that it is. 

Hon. Mr. Lrecrr: No. 

Hon. Mr. Sincuarr: Do you mean that individual cases would be discussed 
in parliament? 

The CuatrMan: It could not. be otherwise. 

Hon. Mr. Haypen: I agree with you, Mr. Chairman. 

Hon. Mr. Sincuarr: Would not Parliament refuse to do that? 

Hon. Mr. Crerar: Senator Sinclair, Mr. Elliott has suggested that the tax- 

payer might have relief by taking up his case with his member. It would then 
become a question probably for public opinion to settle. But if the taxpayer 
could persuade his member to take up the case, or a member learned of it and 
wanted to make political capital out of it, he would attack the Minister in the 
House for having over-ridden the judgment expressed by the board. The matter 
would then get into the arena of public discussion. 
_ The Cuatrman: Would not this be the result, Mr. Elliott? The member, 
if a supporter of the Government, would probably be rather reluctant to attack 
the Minister of National Revenue of whom naturally he is a supporter. If a 
member on the other side, he might perhaps be very anxious to do that sort of 
thing. But would not the Government then be in the position of having to back 
up the decision of the Minister? . 

Mr. Exxniorr: The way we are discussing it that is what I fancy would 
happen. But the question is: What do you do when a law is passed that you 
do not like? Public opinion crystallizes and in due course has the law changed. 

Hon. Mr. Haypen: The law affects exerybody. This might be an individual 
problem that the rest of the world might not be very much concerned about. 


Hon. Mr. Campsety: Has not the taxpayer the same opportunity today 
if he is dissatisfied with improper or wrongful exercise of the ministerial 
discretion? | 

Mr. Exvuiorr: Certainly. 3 

Hon. Mr. Campseuu: I suppose you feel that in a practical way it would 
never happen under the suggestion you have made? 

Mr. Exuiorr: I do not think it would in a practical way, because I believe 
the Minister in 99-9 per cent of the cases would take the advice of the board. 
But the point of it all is: Are we going to put him in charge of the administration 
and say to him that he has no responsibility in matters that rest not on law 
but on judgment? 

Hon. Mr. Haypen: You think if you provide for appeals from assessments 
to a board, which also involve the right to consider the proper exercise of 
discretion, that would take away responsibility from the Minister? 

Mr. Exuiotr: Yes; and I am not aware that it is taken away in any 
other country. Somebody told me you asked Mr. Oliphant that question. I 
looked in the United States volume dealing with the tax court and have been 
thumbing it over trying to find what I read yesterday, that their courts very 
properly have not discretion. The point is that discretion is not handed over 
to the courts. The courts do not want that discretion. Discretion is a very 
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important matter running through the law in many directions. I do not think — 
it would be wise to hand ministerial discretion over to a board of two or three 
members. 


Hon. Mr. Haypen: The board has the right to review the exercise of . 


discretion. 

Hon. Mr. Campsetu: I should like to ask one or two questions on this 
particular point, because I think it is rather important to clear the atmosphere. 
The chief criticism we have had before us in the form of evidence and briefs 
seems to be against the exercise of the ministerial discretion in certain particular 
cases, and the inability of the taxpayer to have any tribunal to whom he can 
go to review that discretion. Your suggestion of an advisory board would 
in substance afford that method of review? 

Mr. Exuiorr: That is my belief. 

Hon. Mr. Campsetu: Would it be your thought that that board should 
communicate its decision or advice to the Minister and to the taxpayer at 
the time it dealt with the matter? 7 

Mr. Exuiotrr: Certainly. 

Hon. Mr. Campsetu: So the taxpayer would then have the benefit of 
the board’s advice or decision to the Minister? 

Mr, Exuiorr: That is right; and if the Minister did not adopt it he would 
know why. Probably the Minister because of some large policy in his mind 
would feel that the board’s advice could be accepted. 

Hon. Mr. CampseLtu: But you do not feel that the board should have 
power to substitute its decision for the decision of the Minister? 


Mr. Evuiorr: That is correct. 


Hon. Mr. Camppetu: Let us take one or two particular sections of the 
Act. Recently we have had an amendment to the section dealing with annuities” 


and superannuation, where Parliament indicated by the language in the section 
that the amount of the contribution from employer and employee should be 
increased from, I think, $300 to $900. JI understand that before such a go 
can come into force it must carry the approval of the Minister? 


Mr. Exuiotr: That is right. 


Hon. Mr. Campsetui: In other words, the plan must be approved as to 
amount? 


Mr. Exuiorr: And that it is a pension plan.~ 
Hon. Mr. CamMpsBeti: Yes, a pension plan. 


Mr. Exuuiorr: Yes, that it is not an insurance plan or a savings plan. It 
is really a pension fund to take care of his retirement. 


Hon. Mr. Camppeiu: But the Minister also has the power to say, although 


Parliament has said the contribution may be $900, “I will only allow $300 or 
$400.” 


Mr. Extiorr: No, it is never exercised in that manner. The maximum 
is $900. It is left to the taxpaver himself to decide how much it shall be. 


Hon. Mr. Campseuu: I understand that that is not the ease. 

Mr. Exuiorr: Then you are advising me on something that I am not aware 
of. I doubt that that is so. My thought is, as the head of the division, that 
they can go to $900. If they want to make it less, that is all right too. 

Hon. Mr. Campseuu: I raise this point. Assuming the Minister would in 


that case withhold his approval and exercise discretion so as to limit the 


amount, say, to $500? 
Mr. Exxiotr: I cannot think of that case because I do not believe it happens. 
The CHarrmMan: You think the taxpayer in those cases has discretion? 
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Mr. Ex.iorr: Certainly. 


Hon. Mr. Campseti: I am assuming the Minister does say to the taxpayer: 
You are limited to a contribution of $600. Now, under the present law there 
is no appeal from such a decision, and would you not think— 


Mr. Exuuiorr: There would be an appeal in the law there, would there not? 
The man would say, “By statute I have a right to contribute $900, and the 
Minister cannot exercise any discretion to deprive me of that right.” 


Hon. Mr. Haypen: There would still be a discretion in his hands up to- 
$900? a | 

Mr. Exuiotr: No. I think the taxpayer can go up to $900, and no one 
ean stop him. That is a right given to him in law, and no one, minister or 
otherwise, could take it away under any so-called discretion. 


Hon. Mr. Campsetu: A case of that kind would be the type of case that 
might go to this board? 


Mr. Exuiorr: No,.that case would go to the courts. 


Hon. Mr. Campseti: Under the Act, before setting up the plan you must 
have the approval of the Minister. No tax question arises because the plan 
has not been approved. Would you suggest that that type of case might be 
referred to the board as well for advice? 


Mr. Exuiorr: It is a hypothetical case that I do not think can happen. 
But if it did happen, I would suggest to the taxpayer that his right rests in 
law and not in discretion, and therefore the case would go to the courts. 

Hon. Mr. Campsetu: My question leads up to another question, whether 
or not it would be advisable to provide the taxpayer with facilities to go to 
this advisory board on questions of that kind? 

Mr. Exuiorr: On questions of discretion he should have the right to go 
to the board. 

Hon. Mr. Camrseuu: Before the transaction takes place? 

Mr. Exuiotr: Oh, business has got to go on, and we have to exercise these 
discretions every day. You cannot say, “Before I exercise discretion I will 
refer what I am going to do to the board,” because in that event the board 
would become more a board of assessors. We have to get on with the job. 

Hon. Mr. Campsetu: I do not know whether I make my point clear. 
Suppose a taxpayer is wondering how a proposed transaction would be affected 
by the discretionary decision of the minister, and that after discussion with 
the minister the taxpayer learns that the discretion would be exercised in a 
manner detrimental to him and which he feels would be contrary to the 
intention of the Act. Should the taxpayer have the privilege of going to this 
advisory board with such a problem? 

Mr. Exurotr: I would think so, yes. He would be quarrelling with the 
quantum of the discretion. 

Hon. Mr. Campsetu: If the board were constituted as a court, the tax- 
payer would of course not be able to do that. 


Mr. Euuiotr: No. 


Hon. Mr. Camrpsetu: Would you see any objection to designating some 
of the members of the proposed court of tax appeals as an advisory board? 

Mr. Exuiorr: That could be done, but the members concerned would be 
functioning in two distinct capacities. In one instance they would be members 
of a court of law, and in the other they would be advisers on discretionary 
matters, without final jurisdiction. There could be a merging of personnel, but 
I suggest different bodies for purposes of clarity. 
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Hon. Mr. Hate: Mr. Elliott, your suggestion is that if the proposed board 
advised the minister that they did not agree with the exercise of his discretion 
in any case, the minister should be free to accept the advice of the board or 
stick to his own opinion? | i 

Mr. Exuiotr: That is right. 

Hon. Mr. Hata: Then for redress an aggrieved taxpayer would have to go 
to a member of the house—preferably, I suppose, a member who did not support 
the government? 

Mr. Exuuiorr: I did suggest that the matter could be brought up 
through a member, but would a taxpayer not go to a board of trade or a chamber ~ 
of commerce and say: “Here is my case. I want to know if I can get public 
opinion in support of my view that this law is not good. Will you not support 
me?” His-first object would be to get public opinion on his view of the law. 

Hon. Mr. Haypren: It is not a case of the law. 


Hon. Mr. Haic: If I were a member of the other house, not a supporter 
of the government, and an aggrieved taxpayer came to me with a complaint, I 
would ask shim to let me see the correspondence showing that the board had 
recommended that the minister revise his discretion and that he had refused 
to do so. Then I would consult other people, and if I came to the conclusion 
that the minister’s.treatment of that taxpayer was in keeping with a general 
practice, I would bring the matter to the attention of the house. I think I would 
stir up quite a controversy that would get wide publicity, and in that way there 
would be an opportunity for the expression of public opinion. 

Hon. Mr. Haypen: If the minister did not follow the advice of the board 
he would have to be prepared to defend his reasons and to submit that they 
were better than the reasons adwanced by the taxpayer. 

The Cuarrman: I do not think Senator Haig has finished his question. 

Hon. Mr. Hate: The minister can say now what salaries a company may 
pay to its officers. During the whole period of the depression, from 1932 to 
1935, one big department store in Winnipeg made a lot of money, whereas 
another one lost a lot. We in Winnipeg think—we may be wrong—that the 
manager of one store was responsible for its making so much money, and 
that the manager of the other store was responsible for its losing money. Now, 
who in the world except the directors of the stores concerned is able to say 
how much those managers are worth? Yet at the present time the minister, 
under his discretionary power, has the right to tell the directors of store A 
that they are paying their manager too high a salary, that they should not 
pay him any more than the manager of store B receives. 

Mr. Exuiorr: The board could hear reasons why the directors considered 
they were justified in paying a certain salary. I am quite free to say that 
for a time during the war the 100 per cent tax was responsible for many increases 
in salaries; and then the salaries order was passed and put a stop to that at 
one swoop. In a case such as you mention the board would listen to the reasons 
why the company paid such a high salary, and they would come to their 
decision as business men, for it is not a question of law. The board might say 
‘We think the company did not pay a higher salary than it should have paid,” 
and the minister would probably accept that view. Many of the comments 
suggest that the minister would act unreasonably, but it is likely that he 
would be more reasonable than ever, for he would have the advice of the board 
to guide him. Nevertheless, he should be free to adhere to his decision when 
he is convinced that acceptance of the board’s advice would have an undesirable 
effect upon the whole taxing system. It is his job to take the final responsibility ; 
his reasons must take priority to the board’s reason. 

Hon. Mr. Haic: That law as to salaries paid by the companies is still 
in effect? 
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Mr. Exuiorr: Not so directly as you put it. It is there, though. 

Hon. Mr. Hata: There was a discussion relating to this in the House of 
Commons last night. I wondered why the managers of the Massey-Harris 
Company and the Cockshutt Plow Company got such large blocks of stock 
so cheaply. Was the object not to get over your directive? 

x Mr. Exuiort: I should have to investigate the case before I could answer 
that. 

Hon. Mr. CampsBetu: -Assuming that the manager of a company is being 
paid a salary of $x which has been approved by the salaries control board, 
has the minister not power to say that the salary is too high and that the 
company cannot deduct the whole amount as an expense? 

Mr. EuuiorT: In theory, yes; but the same minister is responsible for 
the administration of the salaries order and of the income tax, and he is 
not likely to get himself in the fix of saying, in one of his capacities, that a 
salary is reasonable, and afterwards, in another capacity, ruling that the 
salary is unreasonable. 

Hon. Mr. Camppeuu: Is that kind of thing not likely to happen in- the 
district offices? 

Mr. Exuiotr: No, I should not think so. 

The Committee adjourned to the call of the Chair. 
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MINUTES OF EVIDENCE 


THE SENATE, 
Tuurspay, May 9, 1946. 


The Special Committee of the Senate to consider the provisions and workings 
of the Income War Tax Act, ete., resumed this day at 12.15 p.m. 

Hon, Mr. Evuer in the chair. 

The Cuarrman: Gentlemen, when we adjourned on Tuesday last I believe 
the members were questioning Mr. Elliott. We shall continue with questions by 
members this morning. 

Hon. Mr. Campsett: Mr. Chairman, I should like to follow up one or two 
questions I asked Mr. Elliott the other day. I asked whether there would be 
any objection to having a body of the board of tax review designated as a body 
for the consideration of discretionary matters arising out of the act. To follow 
that up I should like to suggest a procedure. 

Assuming that we had a central board consisting of five men, three of 
whom might be constituted a committee to review the exercise of ministerial 
discretion, would it be advisable to refer matters to them before or after 
assessment? 

Mr. Euusorr: I should think after assessment. I am very strongly of that 
opinion, because if you referred it to them before assessment they would become 
an assessing body, which I do not think is m the mind of this committee or 
any other group: | 

Hon. Mr. CAMPEELL: There are so many discretions which must be exercised 
under the act before assessing that it would be impractical to refer all questions 
to such a board. 

Mr. Exuiotr: I. would think so. 

Hon. Mr. Camppeii: Your suggestion is that if there is to be a reference 
it should be after assessment and upon application of the taxpayer. 

Mr. Exuiorr: That is correct. 

Hon. Mr. Campsent: Would that be in the nature of an appeal from the 
assessment? 

Mr. Exuiorr: The answer is yes, but it needs some explanation. An appeal 
in the minds of the general public has a formality about it, born of the word 
being used in courts. Because of that formality they feel the appeal has to be 
set forth by lawyers and persons highly skilled. If the word “appeal” could 
get a broader meaning— 

Hon. Mr. Lecer: Would the word “review” be more suitable? 

Mr. Evurorr: —so that any taxpayer could give notice that he desired 
to have his case reviewed, it would be better. Any other word that has not got 
the meaning I just deseribed attached to it could be made use of. I envisage 
the operation of this procedure in such a manner that the taxpayer will come 
himself, and it is quite unusual for an appellant to go into, court, although he 
has every right to do so. 

Hon. Mr. Campsetu: Would there be any objection to adopting the practice 
by which a notice of intention to assess might be served, particularly in cases 
where there had been an exercise of some ministerial discretion before making 
the assessment? 
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Mr. Exuiorr: I know there is something akin to that in force in the United 
States, but it strikes me that to give notice of intention to assess is only adding 
an unnecessary step. If you have made up your mind to assess, then let us put 
the matter into progress and assess. Then the next step is another progressive 
step. ; . 

Hon, Mr. Haypen: But you do that in some fashion now, Mr. Elliott. For 
instance, under Section 32A your local inspector may gay that here is an 
opportunity to say something because we think the circumstances indicate that 
the matter should be referred to the Prices Board. 

Mr. Exuiorr: We are thinking of assessing in the broad, progressive sense. 
When you get into section 32A you have a matter of great concern; usually large 
sums of money are involved, and back of it there generally is some highly 
technical and skilled moves. I do not think I would bring that thought into 
the generalities that we are discussing here. 

Hon. Mr. Campsetu: I was trying to find a practical way by which the 
question could be referred to this board. If you make an assessment, then the 
taxpayer might be entitled to file an application for consideration of the question. 
Do you suggest he should then have a right to go before this board? 

Mr. Exxuiorr: Yes, very much so. You mean by himself? 

Hon. Mr. Campseti: Yes, by himself. 

Mr. Extrorr: And he should not only have a right to go through a legal 
agent or accountant, but by any friend or business person in whom he has 
confidence. 

Hon. Mr. CAMPBELL: He would not be dependent upon your department for 
eranting permission to go before the board? 

Mr. Exuiotr: No, let him go as a right. 

Hon. Mr. Camppeiu: That is there should be some simple procedure by 
which he would serve a notice? 

Mr. Ex.uiorr: Simple and informal. 

Hon. Mr. Camppeiu: Would there be any objection to having an appeal 
in cases where the minister refusgd to follow the advice of the board in exercising 
his discretion? 

Mr. Exniorr: Yes; we must not cut off his appeal at any point. Where 
the minister makes a decision on the discretionary side, and if the minister did 
not accept the advice of this board, then of course the taxpayer should have 
the right to proceed to the courts im the normal, now-established method of 
appeal. I was going to point out that he would have no success in the constituted 
courts on the question of discretion. 

Hon. Mr. Haypen: Unless we change the law. 

: Mr. Exuiorr: Unless we change the law, which I have suggested will be 
one. 

Hion. Mr. Campseiu: Assuming that the taxpayer appeared before this 
board, and the board advised the minister that the discretion should be 
exercised in a certain manner, and the minister refused to accept the advice 
of the board. Under those circumstances I am suggesting that the taxpayer 
might have the right to appeal to the courts, and the courts be given the power 
to review the discretion. 

Mr. Exnrorr: Well of course one never objects to a suggestion, but I do 
think it is inappropriate for the reasons that I gave before; that the minister 
is charged with matters that touch the affairs of the public insofar as judgment, 
reason, or let us say, common sense are concerned; that is the function of the 
minister. The courts are not there to be reasonable men, or substitute their 
opinion for matters that touch the public in general on this kind of question. 
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The judges, being highly skilled in the law, desire to retain their duties in that 


field alone, and it has been so expressed in some cases. They do not wish to 
substitute their common sense view for the common sense view of the public | 
administrator and the public representative, namely the minister. It is asking 
a great deal of the courts to do that. 

Hon. Mr. Campsenu: If we constitute a court of tax appeals, as we have 
talked about, would not that court over a period of time gain great knowledge 
about the practical ways, as well as the legal ways, and could determine these 
questions as well as the minister or any official in the department? 

Mr. Extuiorr: I would not care to say that any official of the department, 
by reason of being in touch day by day with the problems that arise, would 
be any more skilled than any other person of normal mental capacity and 
experience. Because a civil servant has done the same thing multiple times 


does not say that thereby he is more skilled than the man who has done it a few 


times, but exercised good judgment in those few cases. One man is capable 
of coming to a proper conclusion in a short time, while another man might take | 
a very long time to come to a proper conclusion; but as between the two of 
them they both might have equal ability in respect of any particular obligation, 
even though one had done it infrequently and the other frequently. That is 
hardly the way to measure ability, upon day to day activities. The real point 
as I see it is, do you wish to substitute the opinion—and I repeat the word 
“opinion”—of some other group of persons for the minister who, technically, is 
charged with the administration of this law, when no question of law is involved. 
I think that we are letting him out of a responsibility to the people that he 
must accept. 

I gave an example the other day of the board stating that they thought 
a particular asset should have a very large depreciation; and the administration 
advises the minister that that is a very widespread matter of public concern, 
He therefore does not accept the board’s opinion. It is just the same as making 
a new law. The respective ministers bring in their various bills, and they have 
to answer to the public for what they do with those laws. In the administration 
of great laws, such as the one we have here, touching so many people, the 
minister is in the same position as if he introduced bills in the house; he has 
to answer to the public for the laws that he makes. I do not think the law 
should be made based upon the opinion of judges in the courts. They interpret 
the laws that are made but they do not make them. 

Hon. Mr. Haypen: They are bound to determine the facts. 


Mr. Exuiorr: We must always keep in this realm of discretion; and they 
can determine the facts. | 
Hon. Mr. Haypen: The exercise of the minister’s discretion may proceed. 
from a wrong conclusion drawn from the facts. 


Mr. Exuiorr: That would be a mistake in law, which the courts today 
would have a right to consider. 


Hon. Mr. Haypen: I am not so sure that they would have the right. 

Hon. Mr. Camppetu: We are trying to find some answer to the objections 
taken by every witness appearing before this committee, and in every brief 
submitted to it, in respect to the minister’s final determination of the tax 
liability where discretion is exercised under the act. 

Mr. Exuiorr: You must consider whose opinion you will take last. 

Hon. Mr. Campsetu: That is what it amounts to. 

Mr. Etuiorr: That is what you are doing. If you want to leave the last 
opinion to the courts, I think that is inappropriate, and 1s out of line with our 
eeneral basic procedure in matters judicial. I should like to leave it where 
it now is. 
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Hon. Mr. Hata: Mr. Elhott, for instance, if I file my income returns, it — 
goes through a certain routine and you or your officials make an assessment, 
and I am dissatisfied with the assessment; I then appeal to this assessment appeal 
board consisting of, say, five men. The appeal board hears the whole facts of 
the case, and comes to a decision that the assessment is wrong, that they — 
proceeded probably on, what they think, was an improper line of interpretation _ 
of the law. The suggestion made on Tuesday was that the minister would still 
be able to override the board’s decision. 

Mr. EuuioTr: No, that was not my suggestion. I said that if they come 
to a wrong decision, as we think, in a question of law. 

Hon. Mr. Hata: It is not a question of law; it is your discretion that 
arises from an interpretation of the law, with the facts, because that is what 
actually happens. I suggest that if you study the statutes of every province 
in Canada, and of the Parliament of Canada, you will find that where judges 
had the right to do what I am suggesting this tax appeal can do—and they 
have the right to do that—when they found anything repungnant to public 
opinion the government of the day always brought in new legislation overcoming 
that situation. That. happens every day Parliament is sitting. I suggest that — 
would be a better way to approach the problem than by causing public 
agitation. The minister would have control and could go to parliament, and the 
government could introduce and pass the necessary legislation. Would not that 
be better procedure than having individuals get after their members and bring 
pressure on parliament to make a change? 

Mr. Exuiorr: I think there is a portion of your statement which is not 
sufficiently clear. You have stated that the judge in giving his decision indicates 
that. a law is repugnant to public opinion. I do not think the judges, strictly 
within the ambit of their requirements, are acting properly when they say this or 
that law is repugnant to public opinion. 

Hon. Mr. Hate: Thay say it all the time—obiter dicta. 

Mr. Exuiorr: I am suggesting that this committee should not go on record 
as approving obiter dicta of judges outside the ambit of their official duties. 
Judges are doing that from time to time, but it is highly improper, and, if I 
may respectfully suggest, an adverse comment with respect to that by this 
committee would be better for the country than commendation. However, 
we have got into a field that has not much to do with taxation. 

Hon. Mr. Hata: I am a radical, I must admit, and I think the judges | 
are right in doing that sometimes. 

Mr. Exuiorr: You do agree with their going outside the ambit of their 
official duties? 

Hon, Mr. Hare: Yes, I do. 


Mr. E1iiorr: Do you agree with any official going outside the ambit of 
’ his official duties, whether he is a judge or a civil servant or anybody else? 
Mr. Haic: Let me give you an illustration. The other day Mr. Justice 
Adamson of the Court of King’s Bench of Manitoba, in the course of granting 
a divorce, said it was about time that the divorce laws of this country were 
reconsidered. He did not have to say that when granting a divorce, His 
experience of twenty-four years on the bench, and of fifteen or eighteen years 
in trying divorce cases, had led him to that conclusion, and in making the 
statement I am not sure that he did not perform a really good service. 

Mr. Evuiorr: Are you telling me that with a view to getting a response 
from me? 

Hon. Mr. Hate: No. 


Mr. Exutorr: I could make a response. 
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Hon. Mr. Hata: If a taxpayer took his case to the court of appeal and the 
minister thought the court gave a wrong decision, why could he not, then bring 
in a bill to make clear what, in his opinion, the act ought to mean? Then 
public opinion would be registered through members of the House of Commons 
and of the Senate. That would seem to me a better way to proceed, rather 
than your way, which is the reverse of that. ; 

Mr. Exutorr: No, I would not call it quite the reverse. I am saying that 
people should not proceed beyond the responsibilities with which they are 
directly charged, and I do not think our courts as yet are charged with setting 
up their opinion against the opinion of the elected representatives of the people. 
I do not think we have gone that far, but that is what you are suggesting when 
you suggest that the courts should have the right to review the minister’s 
opinion. I do not think that is basically sound. 

Hon. Mr. Lampert: Mr. Fillliott, could you define as nearly as possible what 
you consider should be the limitation of the minister’s discretionary powers? 
How far would you go in specifying in the act where the minister should exercise 
discretionary power? I understood you to say a moment ago that you thought 
he should have discretionary powers in connection with the law. 

Mr. Exuiorr: No, not with the law; I have never said that. That is a 
complete misunderstanding. 

Hon. Mr. Lampert: In other words, the minister would have no power to 
reverse the decision of the board in a case concerning the matter of law alone? 

Mr. Exuiorr: If a taxpayer objects to an assessment and the point involved 
is either fact or law, but principally law, he has the right to appeal. If the court 
of tax appeals that we have been talking about is set up, he could appeal to the 
that, but otherwise he could appeal to Exchequer Court. The minister. has 
nothing further whatever to say about it. If the court finds as a matter of law 
that the decision of the administration was wrong, the minister can appeal to a 
higher court. If the position of the taxpayer is sustained all the way through, 
the decision of the last court ends the matter. | 

Hon. Mr. Lampert: Would you leave the discretionary power to the minister 
wide open as to appeals on fact? 

Mr. Exxiorr: I think the matter of discretion, being a matter of opinion, 
should be left entirely to the minister, 

Hon. Mr. Lampert: I would not agree with that for a moment. 

Hon. Mr. Hate: Nor would I. 

Hon. Mr. Haypen: Mr. Elliott, representations have been made to the 
committee to the effect that there should be a limited period for the making of 
assessments. Have you any view on that? 

Mr. Exuiorr: I am not quite sure that I appreciate the point. 

Hon. Mr. Haypren: A taxpayer files his income tax return for 1945 on the 
30th April this year, let us say. The suggestion is that the department should 
be allowed no longer than a certain period—say two or three years—within which 
to examine the return and make an assessment. 

Mr. Exuiorr: They have that system in the United States, and I think the 
period for assessment is limited to five years. If an assessment is not made by 
then, the return as filed must be accepted. Now, how does that work out in 
practice? I inquired while in Washington. I was dealing with other matters, 
agreements, but we talked in general, and I asked: “In dealing with millions 
of taxpayers, how do you handle those returns that you have not been able to 
scrutinize carefully by the time that the end of the five-year period approaches?” 
The reply was: “It is very simple. In each of those cases we send an assessment. 
which is so high that it is sure to be appealed, and then we have got all the time 
we need to think about it.”’ That is an undesirable practice. 
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There are two ways in which the Crown can do business. It can do business, 
as the saying is, expeditiously, that is, by rushing things through. If you gave 
me a large enough appropriation to permit me to engage an unlimited staff at 
attractive salaries, I could put on enough people to get all the assessments out 


within a year, or even within six months. Of course, if the work was all done — 


in six months the staff would be idle for the next six months, and the Government 
that defended that kind of thing would not last long. That would be a gross 
waste of public funds. On the other hand, you should have enough staff so that 
you can get through the vast bulk of your work within a year. But there is 
always a small percentage of complicated, difficult returns that require consider- 
ation and consultation and therefore take time. The assessment of those returns 
cannot be done within a year. Each of the persons in that small percentage of 


taxpayers knows perfectly well why he is not assessed within the year; he knows | 


that his return is complicated and he really expects some delay in the assessment. 

Another point to be borne in mind is that in assessing returns of the major 
taxpayers whose returns are more or less complicated, you must send auditors 
out to places of business to scrutinize the books of accounts. It is not regarded 
as good administration to send an auditor every year to a place of business, and 
in point of fact we do not do that. If a company has a complex business we 
‘send out an auditor with two or three years’ returns in his brief case. It is not 


that we have waited to assess, but we wait to examine. It is more satisfactory . 


to the: taxpayer to have an auditor from the department every third year instead) 
of every year, because it costs the taxpayer something in time and bother to give 
the auditor the books he requires and to do whatever else happens to be necessary 
in helping to have the audit made. The making of audits in this way causes 
some delay in assessing. The range of delay that must normally be considered 
reasonable is much more than two years. Mark you, the year has gone by before 
we ever get the return. Indeed, the returns come to us four months late, if every- 
body is on time. And included in those returns are thousands from businesses, 
partnerships and proprietorships, which returns must all be considered carefully 
in order that the appropriate tax may be applied. The delay allowed by the 
statute for the filing of returns is partly responsible for the feeling in the minds 
of many people that there is a delay in the making of assessments; whereas, as 
a matter of fact, there is really no delay, when one considers the character of 
our business. 

Hon. Mr. Haypen: I understand that it has to be dealt with as a continuing 
business, and that all the work for each year cannot be done in six months. But 
when an assessment is made after a lapse of three or four or five years and the 
tax is found to be higher than the taxpayer had estimated, there is an accumu- 
lation of interest over that period of time. Now, if the procedure necessarily 
requires the range of time that you have suggested—and I am not saying that 
‘+ does not—what about the levying of interest by the Crown in those circum- 
stances? 

Mr. Exurorr: In those cireumstances—I emphasize those words—there is 
a ereat deal in what you say. But let us examine it. Here is a complicated file 
- that takes the time to constitute the circumstances to which you refer. There 
is a liability of perhaps $500,000. Another taxpayer, doing substantially the 
same business, so calculated his affairs in relation to the law, which all are 
presumed to know, that he paid his tax of $500,000 on the 30th of April 


following the year in which the income was earned. That second taxpayer 1S 


thereafter deprived of the use of that $500,000; he can no longer get any yield 
out of it. The other man, though, who was not so careful to comply with the 
law, has the use of the $500,000 for a period of perhaps two or three years. 
Say the money is worth 3 per cent to him. That means, it yields him an annual 
income of $15,000; so in two years he would get $30,000, and in three years 
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$45,000. That income would arise because of his incorrect calculation at the 
time he filed his return. I suggest that the balance between two such taxpayers 
is not properly held unless interest is charged on the amount by which the 


one taxpayer is short in the remittance accompanying his return. It may be 


—— 


that the rate of interest charged by the department is too high, but that is 
another point. 


Hon. Mr. Haypren: You have given one illustration only, but take a case 
where the taxpayer’s assessment is increased by an exercise of the minister’s 
discretion. How can a company anticipate, for instance, what the minister’s 
attitude will be towards certain amounts claimed for salaries and expenses? 


Mr. Euuiorr: The manner of determining the tax does not touch the 
question of equality of treatment as between two taxpayers. 

Hon. Mr. Haypen: You are just staying in the centre of that -road. The 
conditions affecting the operation of a certain taxpayer’s business may be 
different from those affecting the business of a competitor. For instance, a 
taxpayer may be convinced that the salaries and expenses which he claims as 
deductions ‘are reasonable and legitimate, but the minister, at the instance 
of departmental officials, may decide that the salaries were too high and that 
some of the expenses were not wholly exclusively and necessarily laid out for 
the purpose of earning the income. That taxpayer may not receive his notice 
of assessment until four or five years after filing his return, and then for the 
first time he learns that he is assessed a larger amount than he had in all good 
faith calculated to be payable by him. Is it fair that he should be charged 
interest on the amount of the increased tax over that period of four or five 
years? 

Mr. Exuiorr: I would aecept that as a very rational statement up to the 
point where you speak of four or five years. Let us say some reasonable number 
of years afterwards. Leaving that out of your statement, I would answer it this 
way. If the expenses which he incurred are not proper expenses within the 
ambit of the law as an allowable deduction, then it simply means that although 
the business man exercised what he thought was good judgment, he did not 
exercise good judgment in law in filing his return. Therefore he owes more tax. 
That is the point at which I say one man has paid all he owes within the ambit 
of the law; as to the other, no matter how good his reasons may be, exception 
should be taken to the deductions because they are of a character that you 
cannot allow under the Income Tax Law. . 

Hon. Mr. Hucressen: He has to try to put himself in the mind of the 
Minister as to what discretion the Minister will in future exercise. 

Mr. Evtiorr: Yes. But of these discretions we speak as though the Minister * 
were some unreasonable gentleman that made unreasonable decisions. I suggest 
that if you examine the thousands of discretions exercised you will find the 
evidence is overwhelming that in the vast majority of cases he is a very 
reasonable gentleman. 

Hon. Mr. Haypen: We are only concerned with the occasions that involve 
exercise of discretion which is against the view of the taxpayer. 

Mr. Exuiort: As I say, he would have his board to advise him in those 
unusual cases. 

The Cuarrman: Mr. Elliott, in this matter of delay, would you say that 
even in the small percentage of what you term difficult cases it would be possible 


to put a pericd to the term beyond which you should not delay matters? 


Mr. Exuiotr: It may be ironical, Mr. Chairman, to suggest with regard to 


discretion that if in the opimion of the Minister a business man acted reasonably, 


let it be in order that the Minister should in his discretion cancel interest. 
Hon. Mr. Haypen: There might be some value in that. 
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The CHAIRMAN: There are cases—you know what they are—where final 
decisions have been held over—I do not say delayed, although I think I might 
use the word—for five or even six years. Would you think it would be reasonable 
to say that even in those cases that are of a complicated nature no final decision — 
could be given in a shorter time that that? 5 

Mr. Exuiorr: Well, if I appreciate the point you are making, Mr. Chairman, 
‘t means that after a certain delay no interest should be charged. 


Hon. Mr. Haic: That is what I was going to ask you. oq 
Mr. Evutorr: There is much reason in that. ; 
Hon. Mr. Hatc: Say, after three years no interest should be charged. : 
Mr. Exusorr: I’should think every reasonable man would say there is a ; 
lot in that suggestion. " 


Hon. Mr. CAMPBELL: It is a fact, is it not, that the Minister does often allow 
expenses which technically would not be allowable under the Act, particularly 
with respect to refunding expenses? 

Mr. Exuiorr: I think that is going on now, but I should add— 

Hon. Mr. Camppetn: Yes. But is any effort being made to collect together 
sections of the Act which, we will say, are ambiguous or not in accordance with 
the practice of the Department, with a view to getting them amended? 

Mr. Exuiorr: I think we have this in our mind, that the law since 1927, 
when it was last consolidated, has had so many amendments that the time is 
ripe for consolidation, and in making that consolidation your suggestion would 
necessarily be a consideration. 

Hon. Mr. Camppenu: There has been a lot of objection taken to certain ~ 
sections of the Act and certain provisions where there is ambiguity. 

Mari Ero en yy Cs. 

Hon. Mr. Camppett: They say that if a certain transa ction is complicated 
a ruling has first to be obtained. It is a fact, is it not, that where there is an 
ambicuous section which may affect the contemplated transaction, a ruling may 
now be obtained from your Department in advance? . 

Mr. Euurorr: That is right; it is done. But you have branched off a little 
from your first point. I would hke to comment on your first by saying that if 
there be ambiguity, emphasized by experience either by the public or the 
administration. or both, one would naturally say: Let the ambiguity be written 
out of the statute, let it be clarified. | 

Hon. Mr. CAMPBELL: Yes. 

Mr. Etuiorr: As to getting an opinion as to what a section may mean under 
a given set of circumstances that may yet arise, we endeavour to indicate what — 
the law might be with respect to that given set ef facts, That is always very © 
dangerous, for this reason among others. It usually happens that a great — 
organization—it does not happen in small ones at all—is 'gomg to make a maior ~ 
move and the directors want to indicate to the administration what it is. We 
say: “If you intend to carry out the following plan, in point of fact it would © 
look as though there is, or is not, a liability.” We give that opinion. Later — 
on when they come to their shareholders’ meetings or board meetings, on the © 
advice of their legal and accounting consultants they may say, “We will change 
it this way and this way.” There may be good business reasons for doing so. — 

; 


, oer - 


They end up by the general plan being carried out, but varied in certain details. — 
This means a different set of facts. It is like an architect building a house. | 
You get an estimate based on his plans, but as things progress new thoughts — 
are found to be business-wise or home-wise and desirable, and the plans are all 
changed. They do come back later on and say, “Oh, we know we are liable now, — 
but we took your opinion before we adopted the plan.” So it is a question — 
whether the ultimate facts are in accordance with the original sketch. ie 
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Hon. Mr. Campsetu: That shows the importance of having the language 
in the statute as clear as possible. } 

Mr. Exuiorr: I think it goes beyond that. I would say: If you want an 
opinion on a set of facts do not depart from those facts one iota. 

Hon. Mr. Hata: We had one or two representations made where companies 
were refinancing. There is a lot of that going on in Canada just now. The 
cost of that refinancing, they claim, has been charged against one year, whereas 
it should be spread over the life of the bonds. 

Mr. Exuiorr: It should not be charged at all to income; it should be 
charged to capital. 


Hon. Mr. CAmpspeti: The statement is that those refinancing charges 
should be amortized over the period of the bond or debenture issue as part of 
the cost. | 

Mr. Exuiorr: You would have to change the law to do that and depart 
from the principle that only those expenses necessary to earn income are 
allowable. If you start to allow capital expenditures, then you take the first 
step towards taxing capital gains. I do not think we in this country would be 
wise to have capital gains taxed, because we are an expanding country and want 
capital for its development. Furthermore, if you bring in capital gains into your 
income tax return you have to allow capital losses, and that is not so good for 
the Exchequer. 

Hon. Mr. Hucessen: I think the case is a little different. It is this: 
If a company refinanced its bond issue, for instance, by new bonds at a lower 
rate of interest, then what in fact they are doing is to increase for the future 
their taxable income. It was put up to us that that being so, it would be 
reasonable to allow the expenses of that operation to be charged against income 
over future years, inasmuch as it was resulting in greater income during those 
years. 

Mr. Exuiorr: The way you put it one would have to say, that is very 
reasonable. In other words, the bond discount should be assimilated to the 
interest rate. 

Hon. Mr. Hucsssen: Yes. 

Mr. Exuiorr: Because it is only an indirect way of paying for the money 
you are going to use. But let us look at it in this way, in regard to some 
companies that are still closely held, because we must try to have a law that 
touches everybody. The company states, “We will issue bonds to our share- 
holders at a great discount, not-a normal discount.” That is obviously in our 
minds in discussing this problem. It might be a discount of 1 per cent or 2 
per cent, but they say, ‘““We will issue our bonds at a discount of 10 per cent.” 
I remember this actually happened to a limited group. Then the bonds are 
redeemable within a period of ten years. Clearly that company in ten years 
expected to be able to redeem those bonds. When the bondholder got $100 for 
the $90 he put up—if your proposition is accepted that the discount should be 
allowed as an expense—one should say that the bond when redeemed should 
constitute income so far as that $100 is made up of the $10 difference between 


’ 


the $90 and the $100 that was redeemed. It is quite a difficult thing to say 


to a bondholder at the time of redemption when he gets the $100, “You have got 


income there, because those bonds were issued at a discount of 10 per cent. 


Therefore you have 10 per cent more than you put up anda yield on your 
money. That is interest or it can be assimilated to interest.” He will say, 
“Why, no, that is the redemption of my bond.” Then the fellow who bought 
the bond from him will say, “I bought this bond, issued at 10 per cent discount, 
for $95. Now it is being redeemed at $100. Are you going to tax me on the 
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$10?” The problem is so difficult that you cannot tallow it. There the 
circumstance is that the bond discount being in the realm of capital should 
not be brought within the ambit of the law. It lends itself to a good many 
undesirable features. | 

Hon. Mr. Campsetu: Would not that still be controllable under the present 
law? I recall a case in which there had been a big discount taken and even 
the interest charge was not allowed. The bonds on the face of them carried an 
interest of 5 per cent. The only amount allowed as a deduction was 5 per cent 
on the actual money paid for the bonds. That was upheld, I think, in the 
Supreme Court of Canada. 

Mr. Exxiorr: That could be. I certainly would not dispute your 
recollection of a factual case. That is quite beyond what I am here for. I will 
accept that statement, but let us think that out for a moment. 

For instance, take a substantial company, not too widely held, decides to put 
out a bond issue under the laws as they now exist. Interest of course is an 
expense, and thereby saves the company the tax on the corporate profits 
which would be greater if the interest rates were lower. These shareholders, 
being not too great m number, say “Let us put on a bond issue, and thereby 
invest. our money in our own company; but we will get, not a normal] and 
reasonable rate of interest in the community, but will put it at, say, 10 per cent.” 
They thereby save the corporate taxes, and strengthen their own equities, by the 
weight of tax on the difference between.a normal rate of interest, of say 4 
per cent, and the 10 per cent, which would be 6 per cent per annum. On a 
substantial bond issue it might keep the company down. 

The CHatrMAN: The shareholders would pay higher individual income tax 
because of the high rate of interest. 

Mr. Exuiorr: Yes, but I repeat that their equities are being strengthened 
by saving of corporate tax, due only to the excess rate of interest provided in the 
bond issue. These are incidental cases; they do not arise, but they are the kind » 
of cases you have to take care of. 

~ Hon. Mr. Camppeiti: At present the act gives the right to disallow part of 
that interest. 


Mr. Exutorr: I think it does. 

Hon. Mr. Campsetu: And you would be fully protected in respect of any 
amortization over a period of years. 

Mr. Ex.xiorr: Again you have to introduce discretion. We are back to the 
stage where instead of cutting down discretions we are increasing them. 

The CuairMan: It is now 1 o’clock and time to adjourn. Is there any 
reasonable likelihood that we can complete the hearing this morning? 

Hon. Mr. BucHanan: Will Mr. Elliott finish to-day? 

The CHatrMAN: That is what I should like to know. 

Hon. Mr. BucHanan: I have some questions I wish to ask him. 

The CuarrmMan: If the committee does not wish to sit further now we will 
adjourn until Tuesday next, if that suits Mr. Elliott. 

Mr. Exuiorr: I am entirely at the pleasure of this committee. 

Hon. Mr. Haic: I move we adjourn until 10.30 next Tuesday morning. 


Mr. Exuiorr: May I make a comment, which perhaps might not be — 
considered in order, as to whether we as a ‘committee wish to go into the © 
rulings of the department on this or that set of cases,’or whether we want — 
to set up some conversation on policy in the broad sense, 


Hon. Mr. Haic: No, we agreed not to do that. This committee agreed not 
to report on policy. 
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Mr. Exsiorr: You do not quite get my point. There are a great many 
_ rulings on particular sets of circumstances, and we conjure up these sets of 
circumstances from various members of the committee, Is it appropriate 
that I should give rulings where are conjured up sets of facts? I am suggesting 
that perhaps that is inappropriate? 

Hon. Mr. Haie: I think you are correct... We do not wish to do that. 

The CuarrMan: There is a motion before the committee to adjourn until 
next Tuesday. Is there a seconder? 


& 
q 
, 


Hon. Mr. Stncuatr: Seconded. 


The Committee adjourned until Tuesday, May 14, at 10.30 a.m. 
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WITNESS: 


Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National Revenue 
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CONTENTS: 


Letter from Mr. Alex. Aitken, Commissioner, Regina Board of Trade, 
Regina, Saskatchewan. 


Brief from Canadian Federation of Insurance Agents, Toronto, Ontario. 
Brief from Chamber of Commerce, Montreal, P.Q. 


Brief, as submitted to the Federal Cabinet from the Canadian and 
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OTTAWA 
EDMOND CLOUTIER 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1946 


ORDER OF APPOINTMENT 
(Extracts from the Minutes of Proceedings of the Senate for 19th March, 1946) 


Resolved,—That a Special Committee of the Senate be appointed to ~ 
examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the 
improvement, clarification and simplification of the methods of assessment, 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, and to report thereon; 


(2) That the said Committee be composed of the Honourable Senators 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig, 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and 
Vien; 


(3) That the said Committee shall have authority to send for persons, 
papers and records. 
ATTEST: 


L. C. MOYER, 
Clerk of the Senate. 


MINUTES OF PROCEEDINGS 
Turspay, 14th May, 1946. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and working of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the improve- 
ment, clarification and simplification of the methods of assessment, collection of 
taxes thereunder and the provisions of the said Acts by redrafting them, if 
necessary, met this day at 10.30 a.m. 


Present: The Honourable W. D. Euler, P.C., Chairman; the Honourable 
Senators Aseltine, Buchanan, Campbell, Haig, Hayden, Hugessen, Lambert, 
Léger, Moraud and Sinclair—11. 

In attendance: 


The Official Reporters of the Senate. 
Mr. H. H. Stikeman, Counsel of the Committee. 


( A letter from Mr. Alex. Aitken, Commissioner, Regina Board of Trade, 
Regina, Saskatchewan, was read. 


A brief from the Canadian Federation of Insurance Agents, Toronto, Ontario, 
was received and was ordered to form part of the record. 

A brief from the Chamber of Commerce, Montreal, P.Q., in the French 
language, was received and was ordered to form part of the record. 


A brief, as submitted to the Federal Cabinet was received from the Canadian 
amd Catholic Confederation of Labour, and was ordered to form part of the 
record. 


Mr. C. Fraser Elliott, C.M.G., K.C., Deputy Minister of National Revenue 
for Taxation, was heard and was questioned by counsel. 


At 1 p.m., the Committee adjourned to the call of the Chairman. - 


Attest. 


R. LAROSE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


THE SENATE, 
Turspay, May 14, 1946. 


The Special Committee of the Senate to consider the provisions and workings 
of the Income War Tax Act, etc., resumed this day at 10.30 a.m. 


Hon. Mr. Evuer in the chair. 


The CHAIRMAN: Gentlemen, some correspondence has been received which 
I think should be dealt with before we proceed with the questioning of Mr. - 
Elhott. First, I have a letter from the Regina Board of Trade which should 
be read into the record. The letter states as follows: ; 


“Senator W. D. Euler, 
Chairman, Senate Taxation Committee, 
Ottawa, Ontario. 
Dear Sir: ? 

The Edmonton Chamber of Commerce has recently submitted a copy of its 
Taxation Committee reports for your consideration. 

The Regina Board of Trade has considered this report and wishes to record 
with you its approval of the first clause of the report, namely :— 

That a Royal Commission be set up to investigate the present basis 
of taxation on incomes, and the effect of present taxation in the economic 
development of the country; and, further, to recommend 
(a) such amendments regarding the administration of the Act that will 

tend to simplification of the tax structure; and, 

(6) such amendments as will assist rather than retard economic develop- 
ment. 

Our Board feels that only by an investigation by such a Commission 
can an adequate study of our tax system be undertaken. They concur 
with Edmonton’s viewpoint that the present act shows a tendency to deal 
with our tax structure on a piece-meal basis rather than on a basis of 
broad national policy. 

We therefore urge that your committee. give serious consideration 
to establishment of a Royal Commission as suggested in. the Edmonton 
report. | 

Yours respectfully, 


ALEX AITKEN, 
Commissioner. 


I have a brief from the Canadian Federation of Insurance Agents, with 
executive offices in Toronto. Since this brief deals entirely with matters of policy 
is it the wish of the committee that it should go into the record? 


Hon. Mr. Lrcrmr: Yes. | 
Hon. Mr. Haypren: If it deals entirely with questions of policy why should 


it go into the record? 


The CHARMAN: I have not read the brief myself, but the solicitor says 1t 
deals entirely with policy. 
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Hon. Mr. Hata: We agreed that the committee would not touch matters of 
policy, and I think we should stick to our agreement. 

The Cuatrman: We have allowed other briefs dealing with policy to.go into 
the record. 

Hon. Mr. Hate: We are anxious that the report which we submit be accept- 
able to the government. , 

The CuarrMaAn: This brief will not figure in our report. Perhaps I should 
say it is from these associations:— 

The Vancouver Insurance Agents’ Association 

The Insurance Agents’ Association of Regina 

The Insurance Agents’ Association of Brandon 

The Insurance Agents’ Association of Winnipeg 

The Insurance Brokers’ Association of the Province of Quebec 

Ontario Insurance Agents’ Association, and 

Toronto Insurance Conference. 

Hon. Mr. Haypen: It is similar to the stock, fire and casualty brief which 
we heard, and which was entirely policy. 

The CHarrMAN: Is it the feeling of the committee that the brief should go 
in the record? 

Hon. Mr. Lacpr: We have not refused any so far. I think it should be 
included. 

Hon. Mr. Hare: It does not matter to me what you do. with it. 

Hon. Mr. Hayppn: There should be some comment to the effect that it deals 
with policy and is beyond the scope of the committee. 

The Cuatrman: I have already pointed out that it is entirely a matter of 


policy. Senator Leger, do you move that it should be included in the proceedings? 


Hon. Mr. Lecarr: I do. 
Hon. Mr. Moravp: Seconded. 
The CHarrMaAn: I declare the motion carried. 


The submissions herein are made on behalf of the members of the territorial 
agency associations constituting the Canadian Federation of Insurance Agents. 
These associations are as follows:— : 

The Vancouver Insurance Agents’ Association 

The Insurance Agents’ Association of Regina 

The Insurance Agents’ Association of Brandon 

The Insurance Agents’ Association of Winnipeg 

The Insurance Brokers’ Association of the Province of Quebec 

Ontario Insurance Agents’ Association, and 

Toronto Insurance Conference 


The membership of these organizations consists of approximately 2,200 
insurance agents (other than Life insurance agents). These agents employ a 
large number of persons as sub-agents, solicitors, clerks, stenographers, etc. 

At various hearings of the Royal Commission on co-operatives separate 
submissions were presented by the above mentioned Agents’ Associations, as 
follows:— 


At Vancouver—The Vancouver Insurance Agents’ Association, (associated 


with which were the Victoria and New Westminster Agents’ 
Associations) ; 


At Regina—The Insurance Agents’ Association of Regina, (with which were j 
associated the Saskatoon, Moose Jaw and Prince Albert Agents’ 


Associations) ; 
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At Winnipeg—The Insurance Agents’ Association of Winnipeg, (with which 
was associated the Brandon Insurance Agents’ Association) ; 

At Toronto—A joint submission by the Ontario Insurance Agents’ Associa- 
tion and Toronto Insurance Conference; 


At. Montreal—The Insurance Brokers’ Association of the Province of 
(uebec. 


This Federation desires to bring those submissions to the attention of 
the Special Committee on Taxation of the Senate of Canada, and for this 
purpose has herein consolidated the main pleas contained in the above- 
mentioned individual submissions. __ 

The Federation accordingly submits:— 

1. That, as taxpayers, the members regard the present exemption from 
taxation enjoyed by co-operative organizations and mutual and reciprocal 
insurers (other than Life), in view of the present very heavy income and 
excess profits taxation (much of which will undoubtedly continue for some 
time to come) as a negation of equality of taxation, which should be the basis 
of any tax structure. Such an exemption tends to increase the burden upon all 
others lable to tax. 

That, as insurance agents, the members regard as unjust the exemption 
from taxation enjoyed by the above class as it has the effect of penalizing those 
who conduct business where capital is invested therein and who are subject to 
taxation on earnings thereof. It is discriminatory and is an indirect subsidizing 
of such types of organization at the expense of others, thus giving an unfair 
competitive advantage. 

2. That, if the taxation of moneys transferred to reserves for the benefit 
of present and future policyholders of insurers (other than Life) is proper and 
justified in principle, there should be no exemption given where similar moneys 
are transferred by organizations which carry on their operations on the mutual 
or reciprocal plan. 

3. If the principle of taxing the earnings of moneys invested in a business 
(as distinct from taxing merely the income of individuals) is to be continued, 
as seems likely, any earnings of money invested in carrying on a business should 
be taxed no matter how such money is obtained, i-e. whether it be from share- 
holders or members. : 

4. That the present advantage enjoyed by organizations operating on 
the co-operative, mutual and reciprocal basis, under the tax laws of Canada 
cannot help but cause concern by reason of the implications. The situation 
may well develop where the disinclination to risk capital may well impede the 
development of the country. 

5. That, as taxpayers, until Parliament, after full consideration of all the 


implications and upon a clear mandate from the electorate to do so, decides 


that co-operative ownership of business, whether it be trading or insurance, 
is to be encouraged as the economic policy of Canada, the direct or indirect 
fostering of such a policy by tax exemption should be abolished. 


Dated at Toronto, Ontario, the 19th day of March, 1946. 
All of which is respectfully submitted. 
CANADIAN FEDERATION OF INSURANCE AGENTS 
J. EK. Proctor, 
) Chairman. 
The CuarrMan: There is also a brief before us from the Chamber of Com- 
merce of the District of Montreal. The brief is in French. | 
Hon. Mr. Lecrr: Read it. 
Hon. Mr. Hara: Put 1t on the record. 
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The CuarrMan: It is quite a valuable ‘submission, but I think it is also 
dealing with policy. 

Mr. Hau: No, Mr. Chairman, I think that is mostly within the terms of the 
reference; it deals with appeals and discretionary powers. 


The Cuarrman: Is it the wish of the Committee to deal with it, or should 
it be translated first? 


Hon. Mr. Luczr: It should be translated. 
The Cuairman: And then put on the record? 
Hon. Mr, Lucrr: Yes. 


* INTRODUCTION 


The Chambre de Commerce of the district of Montreal noted with much 
satisfaction of the proposal of the Minister of Finance set out in the Budget 
speeches of the month of October, 1945, to revise completely our Income Tax 
Act. Such a revision or rather a complete overhauling of our Income Tax Act 
is a measure that has been imperative for a long time. 

Enacted in the course of the First World War, this Act has over the years 
undergone considerable changes and been subjected to amendments after 
amendments, so that its administration and its interpretation have become so 
complicated that great dissatisfaction has developed in the public mind. 

By reason of the extensive increase in their rates, the Income Tax and the 
Excess Profits Tax which was added to it, play a predominant part in the 
Canadian economy, the worker too heavily taxed reduces his hours of work; 
the merchant who has reached his normal profit decreases his sales and the 
industrialist thinks twice before undertaking a development that will perhaps 
benefit the State mainly. The high ratés of the Income Tax and of the Excess 
Profits Tax were admissible during the war ; In peace time, they considerably 
paralyze Canadian economy. 

The Chambre de Commerce of the district of Montreal creatly appreciates 
the opportunity afforded it by the setting up of a special committee of the 
Senate the purpose of which is to inquire into, the administration of the Income 
Tax Act and the Excess Profits Tax Act to make known its views in this 
respect. 

According to a resolution of the Senate, it was agreed “That a Special Com- 
mittee of the Senate be appointed to examine into the provisions and workings 
of the Income War Tax Act and The Excess Profits Tax Act, 1940, and to 
formulate recommendations for the improvement, clarification and simplification 
of the methods of assessment, collection of taxes thereunder and the provisions 
of the said Acts by redrafting them, if necessary, and to report thereon”’. 

We understand that the Senate committee is not commissioned to examine 
the government’s taxation policy, but solely to analyse the method of adminis- 
tration of the acts involved and to suggest the amendments to be made thereto. 
We will keep these considerations in mind in the suggestions that follow. 

However, we venture to point out in passing the imperative necessity of 
reducing taxes and relieving especially the heads of families and wage earners 
who are presently the most affected. 


THe MINistEr’s DiIscRETIONARY POWERS 


The Income Tax Act confers much too wide discretionary powers on the 
Minister of Finance and the Treasury Board. It is left to the discretion of the 
minister to determine the size of reserves to be accumulated (bad debts, 
depreciations, etc.), the wages to be paid, the expenses to be incurred. In 


normal times, the taxpayer never knows if the assessor, availing himself of the — 
minister’s discretionary powers, will not rule that the salary paid to a new — 
sales’ manager is too high, if the commission paid on such or such a commercial 


deal is too large. 


: 
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We submit that the discretionary powers conferred on the minister should 

only apply to problems of an administrative nature such as the establishment 

of forms, the fixing of dates for the filing of returns, etc. Every other ruling . 

of a judicial or semi-judicial nature should be subject to an appeal before a 
special committee of which we will speak under the following heading. 


APPEALS 


The discretionary powers the Act confers on the minister greatly restrict 


the appeals taxpayers could enter against the rulings of. the tax assessors. 


However, it is comforting to note that the Supreme Court, in the case of 
Wright’s Canadian Rope, dealt a heavy blow to the minister’s discretionary 
powers. 

In the ordinary course of affairs if a taxpayer is not satisfied with the - 
manner in which he has been assessed he can appeal to the minister. It then 
happens that the accused (the minister) is a judge in his own case. If the 
minister is unwilling to alter his original ruling the taxpayer may appeal from 
such a ruling to the Exchequer Court and in such a case he must post a sum 
of $500 to guarantee the payment of the costs. Needless to say that only 
sufficiently important enterprises can take upon themselves to appeal from the 
rulings of the minister of rather from those made by his officials. 

We suggest the setting up of independent committees whose function 
would be to hear the taxpayers’ appeals without any cost to them. These 


_ committees, to the number of four: one for the Maritime Provinces, one for 


Quebec, one for Ontario and another for the Western Provinces, would com- 
prise three members, one of whom would be a public accountant, under the 
chairmanship of a judge. The decisions rendered would be published in the 


Canada Gazette. The parties concerned could appeal from such decisions 


to a civil court then to the Supreme Court. 


PUBLICATION AND CONSOLIDATION OF DECISIONS 


_ A reproach we often hear levelled against the administration of Canada’s 
Income Tax Act relates to the fact that the rulings made by the deputy minister 
are not published. It is true that one may generally secure information on 
a very definite case but the rulings are not published automatically. Publication 
and consolidation of such rulings would facilitate the task of accountants, 
lawyers and other persons interested in such acts. 


ASSESSMENTS 


Because of the magnitude of their task, the Income Tax assessors do not 
succeed in assessing all taxpayers in the two or three years that follow the tax 
impost year. When the assessment involves a readjustment in favor of the 
government the taxpayer is called upon to pay interest on this amount for 


the period extending from the expiration of the due date of the tax up to the 


moment of the payment of the readjustment required by the assessment, which 
sometimes represents a period of 3 or 4 years. 

We believe, that, except in cases of fraud or misrepresentation in the 
preparation of the tax return, interest payable on the amount of the readjust- 
ment should cease applying two years after the filing of the return. If, 30 
days after the assessment, readjustment had not taken place interest would 


start to accrue again. Interest paid for the period prior to the assessment should 


be recognized as expense for the purposes of the tax. 


REFUNDS 


The Income Tax Act does not compel the minister to refund to the tax- 
payer the sums in excess which the latter may have paid him in error. However, 
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it authorizes the minister to refund such sums if the taxpayer makes a request 
for same in writing within the twelve months following the assessment notice. 

We believe that the minister should be required to refund such sums 
to every taxpayer who makes a request for same. The time-limit to enter 


such claim should not be less than the time-limit granted to the minister for 


the revision of the assessments (presently 6 years). 

We suggest furthermore that interest should be paid on such refunds. The 
interest rate should be the current rate. 

The CHarrMan: There is also before us a memorandum from the Canadian 
and Catholic Confederation of Labour, a submission made to the Federal Cabinet 
some time ago. This organization is asking that pages 2 and 3, which also deal 
with policy, be considered by the committee. What is the wish of the 
committee? 

Hon. Mr. Hayppn: We may as well be consistent. 

The CHairMAN: And put pages 2 and 8 in the record? 

Hon. Mr. Lrecrer: Yes. 

This brings us to some particular subjects, which the C.C.C.L. desires to 
deal with and on which it submits the opinion of its affiliated Federations, Coun- 
cils and Syndicates, 


Income Tax 


At the begirfning of January, 1946, the C.C.C.L. submitted to the Senate 
Special Committee on Taxation the following suggestions as to the tax on 
individual incomes:— 

1. Abolition of the annual Income Tax forms for all salaried persons and 

wage-earners who have only their salaries or wages as source of revenue; 

2. Salaried persons and wage-earners would complete, in duplicate, only 

Form T.D.1 and the income tax should be collected at the source (i.e. 

one hundred per cent); one copy of the Form, duly completed, to be 

destined. for the employer, and the other copy transmitted by the 
employer to the Inspector of Income Tax for the district where the 
employee has his domicile. 

3. Income Tax deductions to me made only for the normal working week; 

therefore no deduction of tax from overtime pay; 

4, It is the opinion of the C.C.C.L. that Income Tax exemption in favour 
of salaried persons and wage-earners ought to be established as follows: 

(a) Full exemption from the Income Tax, for unmarried persons, on 
incomes up to $1,200 per annum; 

(6) Full exemption from the Income Tax, for married persons, on 
incomes up to $2,000 per annum, plus an exemption of $400 for 
each dependant without regard to family allowances. 

The first two suggestions aim at simplifying Income Tax deductions as far 
as possible. The salaried person or wage-earner will no longer be put to the 
trouble of making complicated annual returns, and will have no supplementary 
payment to make to the Department of National Revenue at the end of each year. 
For its part the Federal Government will be assured of receiving periodically 
the monies due to it, and the thousands upon thousands of reporting forms will 
be no longer either sent in or returned. Under this system there may, however, 
be reimbursements to make to a certain number of salaried persons or wage- 
earners, as at present. As to the employers, they will have only to remit to each 
employee at the end of each year the statement of earnings slip (T.4). 

The third suggestion of the C.C.C.L. deals with the normal working week 


and the exemption of overtime pay from taxation. If the Government were to ~ 


carry out this suggestion it would be giving the employee an incentive to better 
production; it would be simplifying for the employer the task of making tax 


0 a 


. 
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deductions at the source, and thus increasing his profits; and it is to be presumed 
that an appreciable part of the improved revenue from industry would tend 
to further swell the coffers of Government. Moreover the present system lends 


itself to fraud as between employer and employee, and, in our opinion, the govern- | 


ment would be better of by taking into account the suggestion. But, in any 
case, this question was discussed in detail before the Senate Special Committee 
(Vol. 6, December 11, 1945) by the Hon. Senator A. N. McLean, and the Federal 
Government has no doubt studied the convincing argument put forth on that 
occasion. 

The C.C.C.L. desires to develop its fourth suggestion at greater length 
and trusts the federal authorities will put it into effect as from this present year. 

According to official statistics there were in Canada in June 1945 about 
2,450,000 individuals subject to the Income tax; as against 200,000 to 300,000 
before the war; and in 1944 there were over 1,500,000 of them earning less than 
$2,000 a year. On the other hand, according to statistics given out by the 
Minister of National Revenue 19,000 companies declared profits for that same 
year, 1944, amounting altogether to $1,200,000,000. Out of this total, Income 
and Excess Profits taxes took $675,000,600 leaving $025,000,000 to the companies. 
Since the same 19,000 companies had, before assigning anything to taxes, written 
off a total of $350,000,000 to depreciation, it is readily to be concluded that the 
19,000 retained for different purposes, after paying taxes, a total of $875 ,000,000. 
And there is here question of:income alone, the capital not being taxable. 

Unless there should be some change effected, wage-carners will benefit 
from a 16 per cent reduction in Income Tax for the year 1946. As to corporations, 
they will retain the refundable portion of the Tax on excess profits, or 20 per 
cent, and will also enjoy a 20 per cent reduction in the same tax. Furthermore, 
in the case of corporations whose regular profits have been established at less 
than $25,000 per annum, these latter may, before computing the excess profits 
tax, increase their “standard” profits by one-half the difference between the 
actual current year’s profits and the amount of $25,000. And how avoid 
mention here, as an actual application of the same idea along the same lines, 
the fact that the federal ministers and members of parliament will enjoy for 

946 an exemption of $2,000, besides the 16 per cent reduction referred to at 
the opening of the present. paragraph. 

~ The C.C.C.L. is not against Income Tax reductions in favour of corpo- 
rations, ministers, and members of parliament, but it does consider that the 
working people ought to benefit from more substantial exemptions than those 
granted till now. 

Thousands of workers whose earnings, due to the high cost of living and 
seasonal unemployment, are at best insufficient, pay the income tax and-contri- 
bute towards the payment of other federal taxes as, for instance, (a) the federal 
sales tax; (b) the cigarette and tobacco tax; (c) the tax on cigarette papers 
and tubes; (d) the tax on sugar, ete., etc. And in addition there is their 
contribution to provincial, municipal and school taxes. 


The C.C.C.L. is of the opinion that it is high time the present tax were- 


modified and suggests, as explained above, complete exemption up to $1,200. 
for unmarried persons and up to $2,000. for married persons. The question 
of devendents will be taken up farther on. 

An unmarried person, man or woman, whose annual revenue is $1,200. or 
less, that is to say whose weekly income is $23, or less, needs all of his money. 
There would seeem to be no need to stress upon this point. Everyone knows 
how much it costs to live these days. In 1946, even with the exemption of 
16 percent, an unmarried person earning $23. a week will still have to pay 
$2.30 a week in income tax. 

The C.C.C.L. also requests exemption up to $2,000. for married persons. 
According to federal statistics the minimum living wage is about $30. a week, 


ce 
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and the Toronto Welfare Council sets it at $33.73 a week. Neither case includes 


any provision for the acquiring of property. It would hardly seem exaggerated 
to set aside $400. a year for that item, and the worker would have to save that 
much a year over a period of eight to ten years in order to become a proprietor. 
We thus arrive at about $2,000. a year, and there is no provision in that 
amount for the payment of income tax. And yet in 1946, taking into account 
the 16 per cent reduction, a married worker, without dependents and earning 
$2,000. a year (or $38. to $389. a week), will still have to pay $176.80 per annum 
(or $3.40 a week) in income tax. 


The C.C.C.L. asks further an exemption of $400. per child, regardless of . 


family allowances. According to official figures given in the Marsh Report, 
the real cost for the maintenance of a child varies from. $12. to $20. a menth, 
being from $144. to $240. a year. A $400. exemption per child per annum 
would represent an income tax reduction of about $2. to $38. a week or $8. to 
$12. a month. Since the average family allowance in Canada is about $6. a 
month per child, there would result an amount of $14. to $18. available for 
each child if the $400. exemption were accorded and if the family allowance 
were exempted from income tax. It is to be noted, however, that the amounts 
of $14. to $18. mentioned above are correct only in the case of children 16 


years of age and under, since the family allowance is not paid for children: 


over 16. 
The position of married persons, for 1946, in respect of Income Tax, is as 
follows :— 


Married ‘ 
without. Married Married Married 
children 1 child 2 children 3 children 
Income: $2.000. a year: 
Tax per month: $15.35 $10.70 $7.15 $3.55 
Plus partial reimbursement of : 
family allowance per month: $ 1.75 to $2.80 $ 3.50 to $ 560 $5.25 to $ 8.40 
Total tax per month: $15.35 $12.45 to $13.50 $10.65 to $12.75 $8.80 to $11.95 


We believe the foregoing to fully justify the C.C.CJL. in pressing for the 
income tax exemptions petitioned for in this memorandum. 

The CyHatrman: Mr. Elliott is here and available now for further 
questioning. Our counsel, Mr. Stikeman, is not present at the moment, but 
will be with us before long. Would any member of the committee like to 
question Mr. Elliott? If not, is there anything that Mr. Elliott himself 
' would like to say? : 

Mr. Exuiorr: I recollect that at the close of the last sitting of the com- 
ee Senator Buchanan stated there were some questions he would like to 
ask. 


“Hon. Mr. Bucuanan: When I was at home in the last Easter recess I 
ran into farmers who were complaining of the system of collecting income 


tax. Though there is a considerable difference of opinion about the matter | 


among farmers, some of them seem to think it would be more satisfactory 
if the tax were collected at the source, so to speak, when the grain is being 
marketed. I was wondering if there was any system of that kind that you 
considered feasible. ; 


Mr. Extiorr: I presume the suggestion is that the purchaser of wheat, 


let us say, should retain some of the purchase price and hand that over to 3 
‘ 


4 
- 4 


the Crown on account of the farmer’s ultimate income tax liability. 


Hon. Mr. Bucuanan: Under the Prairie Farm Act so much a bushel is 
taken off as a sort of tax now, and the suggested system for collection of income 
tax is something along that line. 


‘ 
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Mr. Eniorr: Well, in the first place, if you start deducting from the 
purchase price to be paid to producers, you could not confine this system to 
wheat. There are large crops of sugar beets, tobacco, and a thousand other 
commodities. Where would you draw the line for application of the system? 

The CHarrMan: Besides, if the farmer does not make a profit, you are 
really subjecting him to a capital levy, which you would have to refund to him. 

Mr. Exuiorr: That is the second point I was going to make, that no one 
can tell what the producer’s costs will be and whether he will be operating 
at a profit or a loss. That is something that he himself does not know until 
the end of the year. If you deducted a tax from the purchase price of all 
commodities you would certainly bring into the Crown’s hands large sums 
of money that would have to be refunded. : 

Hon. Mr. Haypmen: You would have the use of that money without 
interest, | 

Mr. Exuiorr: I do not think the Crown desires to get any money into its 
coffers by such a method. 

Hon. Mr. Bucuanan: A rancher, let us say, deducts for tax purposes so 
much from the wages payable to the men working for him, and at the end 
of the year if he has deducted too much or too little he makes an adjustment. 
Could the purchasers of grain, for instance, not do something like that? 

Mr. Exuiotr: There is a vast difference between making a deduction from 
a purchase price and making a deduction from the wages of a servant. The 
wages that a servant gets is in most cases net income, and the amount deducted 
on account of tax is approximately accurate. 


Hon. Mr. Bucuanan: I have no criticism of my own to make, but I know 
there is a great deal of criticism by the farmers, and I was wondering whether 
there could not be devised some method of collection that would suit them better 
than the present method. 


_ Mr. Exuiorr: It may be that the present method could be improved, but 
I have great doubt about the advisability of deducting the tax from the 
purchase price. : 

Hon. Mr. Bucuanan: There is quite a sentiment among farmers in 
favour of that. 

Mr. Exuiorr: Well, those who clearly know that they are taxable might 
prefer to have the tax collected at the source. It is a great advantage to find on 
the 30th of April that a large portion of your tax has already been paid. I like 
that myself. As a matter of fact, I have given instructions to have deducted 
from my own salary more than is required from that source, and I find that 
practice is pretty general across Canada. People ask their employers to take 
off a larger tax than is required, because in that easy way they are paying 
towards the tax on income from other sources, 

Hon. Mr. Lecrer: Could you not devise some sort of a tithe system by 
which farmers would be taxed a certain percentage on their crop? In that way 
you would bring in quite a bit of additional revenue. I am all for the farmers, 
but there is no doubt that some of them are evading the payment of taxes. 
The poor labourer pays his tax, but as a general rule the farmer who employs 
him goes scot free. If you could inaugurate some system for levying a percentage 
on the produce, the farmer. himself would also have to pay. 

The CuarrmMan: But that would not be an income tax. 

Hon. Mr. Moravp: It would be a sales tax. 


Mr. Enuiotr: You have made some broad suggestions that really require 
along answer. The first broad suggestion is that there be a tax on the produce. 
That would be a producers’ tax, and the farmer would be taxed a certain amount, 
by way of deduction from the sale price, at the time he sold his goods. 
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Hon. Mr. Leger: I do not mean that. When a farmer makes his return, 
could he not show that he had so many bushels of wheat, so many bushels of 
potatotes, and so on? 

Mr. Exuuiorr: On the form that farmers file now they are required to show 
the value received for the goods sold. 

Hon. Mr. Hata: The question that arises when cattle are sold is causing 
quite a problem in Manitoba—especially in eastern Manitoba—and in parts of 
Alberta. The claim is that when a farmer buys cattle it is a capital investment, 
but when he sells them he has to make a return on his income tax form. 

Mr. Exuiorr: It is not quite that way, Senator. Most farmers start in a 


moderate way, and over a series of years they build up a herd. Every year — 


that the herd is added to, whether by purchase of animals or by natural increase, 
the cost of acquiring the animal is charged as an expense. Expense is charged 


when an animal is acquired by natural increase because the farmer has had — 


the cost of looking after the farm and so on. And when a cow or any other 
animal is bought, that is generally charged as an expense, because the farmer 
is on a cash basis. Therefore the farmer is taxable when he sells an animal. 
Now, in the course of time a day arrives when a farmer wants to quit and sell 
off everything at once. Then he has a large revenue, which puts him in the 
higher brackets, and he feels the burden to be excessive in that particular year. 
If, on the other hand, farmers were on an accounting basis, as some of the 
large ranchers are, then the natural increase would be valued at the end of the 
year rather than lumped together in the year of sale. These things are in the 
hands of the farmers themselves. 

Hon. Mr. Haypen: It is pretty hard for the farmer to operate in any 
other way, is it not? 

Mr. Euxiotr: Yes, I agree it is very difficult. 


Hon. Mr. Haypen: Do you not think it would be possible to have some- 


provision that in the case of a bulk sale by a farmer the proceeds might be 
allocated for tax purposes over a period of years? 

Mr. Exutiotr: Yes. As a matter of fact, we do that in practice. We say 
to a farmer, “If you can give us the value of your cattle for each of the back 
five preceding years, we will put you on an inventory basis as of five years ago.” 
Of course we have to put in the value of the cattle in that year five years ago 
as revenue, but this method does make it easier for the farmer when he comes to 
sell out. 

The CHarrMAN: You are doing something of that kind with regard to 
wheat now, are you not? 

Mr. Euuiorr: A statement was made on that in the House of Commons. 

Hon. Mr. Hate: That applies only to wheat. | 

Hon. Mr. Haypen: What is the legislative basis for that course of action? 

Mr. Exuiotr: There is no legislative basis. 

Hon. Mr. Haypen: Should it not be written into the statute? 

Mr. Euuiorr: It is not an easy thing to write in. It is generally recognized 


that the farmer finds it difficult to put himself on an accounting basis, and if you 


put in the statute a requirement that he must do this he feels that parliament iS 
trying to make him do something that is not practicable. 
Hon. Mr. Haypen: Could the minister not. be given discretionary power— 
just another discretionary power—to be exercised in the event of a bulk sale? 
Mr. Exuiorr: The bulk sale sometimes is detrimental to the profit margin. 


Hon. Mr. Hate: Farmers who raise thoroughbred cattle are sometimes. 
placed at a considerable disadvantage. I have in mind a case where a man was_ 
raising Holsteins, and he had a cow which had made a wonderful record as a _ 
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milk producer. Of course that cow and her calves were extremely valuable. The 
farmer runs considerable risk, because he has to spend a large sum of money in 
keeping up the strain, and sometimes he sells those valuable animals at a loss. 

Hon. Mr. Bucnanan: Would it not be possible to fix a period and establish 
a basic herd, which could be recognized as capital? 

Mr. Exuiorr: That could be done, yes. Then the farmer would have to 
keep on an accounting basis after that. 

Hon. Mr. BucHanan: Representations along that line have been made. In. 
the brief that it presented to this committee the Federation of Agriculture put 
forward the same idea. 

Hon. Mr. Hatc: Perhaps you could solve the farmer’s problem by doing 
something like you have done for partnerships. Last fall you brought in an 
amendment to the income tax law, giving an option to partners who have plowed 
back their profits into the business. Could something like that not be done for 
farmers? 

Mr. Extiotr: I do not know that I quite understand your question. 

Hon. Mr. Haia: In a number of partnerships the individual partners were 
earning, let us say, $10,000, a year, but were drawing out only $5,000, leaving 
the rest in there. I do not want to mention any specific cases. The statute now 
provides that these men can pay up so much and get credit for so much. You 
have, as it were, amortized the tax over a period. 

Mr. Extiorr: The case I referred to a while ago was where a farmer had 
sold his whole herd in one year. If we say to him, “If you can go back and give 
us the number of cattle you had five years ago, we will start there and that will 
give an accounting basis for the last five years.” 

Hon. Mr. Hate: That is the answer to the question raised by Senator 
Hayden, but it is not in the statutes, 

Mr. Euiotr: Yes, that is true; there are two methods of accounting under 
the income tax law, namely the cash basis and the accounting basis. All business 
as such goes on the accounting basis. Lawyers go on the cash basis. However 
there is a choice. When we make this adjustment we say, “You should have 
chosen five years ago an accounting basis but we will now assist you in making 
that choice, because there is an unfair burden thrown on one year.” I was 
perhaps a little grammatic when I said there was no legislative authority as a 
basis. There is that authority in the matter of an accounting basis to get at 
income; there is no specific legislation, but it is inherent in the law as a means 
of reflecting income. 

Hon. Mr. BucHanan: There is no recognition of a basic herd in the statute? 

Mr. Exuiorr: No. 

Hon. Mr. BucHanan: Do they not recognize the basic herd in Great Britain 
and the United States? / 

Mr. Exuiotr: I think the United States have the basic herd. 

Hon. Mr. Bucuanan: And Great Britain has it, because this memoranda 
quotes from it. | 

Hon. Mr. Haypen: What memoranda? 

Hon. Mr. Bucuanan: It is attached to this memorandum of the farmer’s 
income tax prepared by the Department of Agriculture. It mentions that in 
Britain there is recognition of the basic herd as cattle. 

The CuatrMan: Is that in the statute? 

Hon. Mr. Bucuanan: I think go. 


The Cuamman: You apply it, but there is no statutory authority for it. 
Mr. Eviorr: Yes. . 
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Hon. Mr. Camppeti: Would not the averaging of profits with aa eke to 
farmers eliminate the problem? 


Mr. Exxiort: It is a great alleviation. 

Hon. Mr. Campsetu: If you spread it over say three to five years—two 
years one way and three the other—it would eliminate the problem? 

Mr. Exxiorr: It alleviates the losses that he has had, not one year back 
but several years. 

Hon. Mr. Campsetu: I was thinking more of the particular problem of the 
sale of wheat. A great deal of wheat is being held back by the farmers as a 
hedge against possible losses in future years. In order to bring that wheat on 
the market we should have some provision for the averaging of profits, and then 
there would seem to ‘be no object in holding it. 

Mr. Exuiorr: There is a provision for averaging, but averaging is hardly 
the word—you have to have losses. 

Hon. Mr. Campsetu: I was not thinking of the losses. I am familiar with 
that phase of it. 

Mr. Exxiorr: You say that they should not mind the losses; if the farmers 
have some small profit over a series of years, and then a very large profit, they 
should be able to average their profits? 

Hon. Mr. Camppetu: Yes, with respect to farmers. I understand there is 
such a provision in the statutes in England. 

Mr. Exaxiorr: Of the averaging of profits? 

Hon. Mr. Campseuu: In other words, assuming a man makes a thousand 
dollars which is taxable in 1945, and he makes three thousand dollars in 1946 
and five thousand dollars in 1947, making a total of nine thousand dollars, or 
an average of three thousand dollars a year over those three years. 

‘The CuairmMan: Are you suggesting class legislation there? While I have 
no brief for the manufacturers I know of a certain shoe manufacturer who made 
a profit of forty thousand dollars in one year. He happened to have a big 
stock of leather on hand and the price went up, and he made forty thousand 
dollars. The next year he lost forty thousand dollars. He could not set off 
the losses against the profits; he paid income tax on the profits, and paid it the 
next year when he had a heavy loss. 

Hon. Mr. Haypen: That should happen now and he would be all right. 

Hon. Mr. Campsetu: I think the farmer has an individual problem, and 
i think there is a responsibility before the country to try and solve the farmer’s 
taxation problem. 

The CHaiRMAN: We were talking about monopolies here the other day. 


Hon. Mr. Campsetu: That is true, but having not succeeded in that argu- 
ment, I might favour the farmer. 


Hon. Mr. Hate: May I point out to the Chairman that the diversified 
farmer does not face the problem that is raised here. It applies more to the 
farmer who is in an area that produces one basic crop. That especially applies to 
the western half of Manitoba, all of Saskatchewan and quite a bit of Alberta. 
So far this year the crop conditions are very bad in Manitoba. We must have 
rain and have it soon. No one can tell what will happen. But at the present 
time the wind is blowing and the dust is flying, and we have had the most severe 
frosts ever in the western provinces. The farmers may end up this fall with 


~ 


no crop at all. However if there is a good crop, and the prices are good, the a 


farmer will have an immense amount of money. I have always felt that five 


years was not enough, and that is should run over a longer period. There should — 


be provision as Senator Campbell suggested, for the averaging of profits and 


losses through the years. The people around Winnipeg are engaged in diver- 


sified farming, and they are not affected so much. 
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_The Cuairman: Have they not a three-year period where they can balance 
their profits and losses? 

Mr. Evuiorr: I think they have. If the farmer is going to suffer the great 

losses suggested, this year, he can carry that loss through the profitable years 


_ and to the extent of the profits he can absorb the losses. He can wipe out the 


profits and he is entitled to a refund. If the profits in the other years have not 
been large enough he can carry the remainder of his loss forward. He is going 
to be taken care of under the present system, that is if the’ situation is as bad 
as you have indicated. 

Hon. Mr. Hara: Of course rain can save that situation. 

Hon. Mr. Haypen: Mr. Elhott, on the question of getting rulings the problem 

uppermost in my mind is that there are many taxation cases where it becomes 
absolutely necessary in the course of setting up a business venture to be able to 
calculate the incidence of taxation applied to the putting together of that busi- 
ness. Do you not think there should be some method or some procedure evolved 
whereby that could be rather conclusively dealt with? 
_ Mr. Exuiorr: Well, it is most desirable to aid business as far as possible 
in the future prospects that they have in contemplation, which, under today’s 
rates of taxation is a major factor. Therefore in general I would say yes to 
that proposition, but during the last meeting I pointed out that to get a firm 
answer from the government, if you do so and so, factually the result in taxes 
will be as indicated, after consultation. We are somewhat like the architect 
who agreed to build a house in a certain manner. As the structure proceeds 
the business, judgment and architectural wishes of the owner cause changes 
to be made, and you end up with something different from the first plan. 
You then find yourself in the situation of saying the change that we made was 
not really basic, and therefore we pay no more. Then if the Crown says that 
the change is important, how could the taxes be prognosticated? It is pretty 
difficult to state before events what the taxes are going to be, because the events 
are never quite as contemplated. | 

Hon. Mr. Haypen: Of course the precedents in law follow the same basis. 
A principle is established, and you proceed from a certain set of facts, but that 
principle is applied afterwards in cases where some of the facts may be 
different, but where the underlying tone may be the same. 

Mr. Exuiorr: Just how far the facts change in the underlying principle 
is a point which I have to meet. ; 

Hon. Mr. Haypen: I would be disposed to help the business man if I could 
in his plans, but how far can you go on that and bind the Crown to the 
future? 

Hon. Mr. Campsetu: Does not the chief difficulty arise from the ambiguity 
of the law, and the uncertainty of the law with regard to certain sections? 

Mr. Evuiorr: No, I do no think so. If you were ever so clear on the law, 
there would naturally be changes with a new set of facts. 

Hon. Mr.-CamMpsetu: I was thinking of instances where it was found 


‘necessary to obtain a ruling. Section 32 (a) has made it necessary in a great 


number of cases to seek a ruling, which would not have been necessary before 
that section was in the act. Section 16 is another such section. It seems to me 
that some of the sections should be redrawn and clarified. 


Mr. Exuiorr: One would never object to clarification. If it is possible to 


clarify, let us do so. 
Hon. Mr. Campsetu: Then let us clarify section 16. 


Mr. Exvutorr: All right, but would you kindly submit a draft that we might 


consider. 
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Hon. Mr. Campsetu: I think I suggested when it was passed that it refer 
to redeemable shares. 


Hon. Mr. Haia: You are giving certain advice, because I know the — 


Canadian Industries Limited are splitting their stocks ten to one; and they say 
in their report that the income tax has approved of this without it being classified 
as taxable income. I can see no reason why they should not put ten shares 
for one. 


Hon. Mr. Hucressen: They happen to be my clients, and it rather re- 
emphasizes Mr. Elliott’s statement. But what Senator Campbell said about 
section 16 should be followed up. I think section 16 could be very easily 
clarified if it was stated that any corporation’s reorganization which in any 
way had the effect of distributing amongst shareholders part of the undistributed 
surplus, would attract tax. As it is, the section is doubtful, and in that par- 
ticular case of the Canadian Industries Limited, to which Senator Haig has 
referred, I had to get a ruling from the Department to the effect that section 16 
did not apply. Would you not be disposed to agree that the purport of section 16 
is to attract tax, if any organization distributes among shareholders a part of 
the previous undistributed profits? 

Mr. Exuiorr: If you change the section as you propose, you would open 
the door to evasion in a very major way. Let me explain further. Your 
comment was that they should be entitled to reorganize their share capital 
structure provided there was not a distribution of accumulated earnings. For 
instance, let us take a company that is closely held—or widely held—and 
that company states that they now wish to get supplementary letters patent to 
change half the common stock into a preferred stock. It does not matter 
whether the dividend is accumulative or not; they are just going to change 
half the common stock into preferred. At that point no one could suggest that 
there is a disturbing of earned surpluses, because there simply is not. I 
should add that they have changed the value of the common stock as reflected 
on the books of the company into preferred stock in the same value; so that 
the surplus was not disturbed in any way. After having done that, the 
company then decides to redeem the preferred stock. .The redemption of the 
preferred stock means that these shareholders can take out of the company 
some of its profits or assets. 


Hon. Mr. Haypen: But still not anymore than was paid in at that. stage. — 


Mr. Extiorr: That is quite right, but the point is that they redeem all the 


preferred stock they have created. They do that because they do not want to ~ 


really impair the asset value of the company, but they do want to get some 
money out of it. 

Hon. Mr. Haypren: Commendable. 

Mr. Euuiott: Yes. Now, having redeemed this preferred stock, they 


* 


say that is capital. Before the change took place, if they had taken some ~ 


quantity of money out it would have been money available because there was 


a surplus there. They say: ‘We don’t want to take the surplus, we want to — 


take the paid-in capital.” It has lost its identity enterily; the original capital 
is generraly in bricks and mortar, machinery and equipment, and so on. 
Now let us say a company has all common stock and is permitted to redeem 


shares from day to day or year to year. A shareholder says: “I am 


redeeming my common stock, I am getting $20,000 or $10,000 a year, as the 


case may be, for common stock redemption.” The thing is done among the — 
shareholders, so that when the stockholder’s stock is redeemed the same interests — 
are there for the reduced amount of common stock as before the redemption. The — 
result is that the shareholder gets a normal livelihood from year to year out of ~ 
redeeming common stock; and no dividend it paid until the common stock 
gets so low that no more can safely be redeemed. That is what took place; — 
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and when section 16 was enacted the shareholder said: “I won’t redeem 
common stock and live on it from year to year, but I will change it into 
preferred; and I can redeem the preferred stock and still call it capital.” So 
he just redeems this new preferred stock and lives from year to year on that, 
but the basis for that redemption is the accumulated earnings that are in 
the company, on which earnings he knows the company could pay dividends, 
but it will not pay dividends so long as he can live by redeeming preferred 
stock. 

The Cuarrman: Out of surplus? 

Hon. Mr. Hucsssen: No. 

The Cuatrman: It may be out of surplus. 

Mr. Exuiorr: Ne one knows. 

The CuHairMAN: To the extent that it may be out of surplus, he is 
evading income tax. 

Mr. Euuiott: Exactly. 

Hon. Mr. Hucrssen: I see your point to some extent, but suppose he 
gets his common stock retired from year to year out of capital instead of 
having a dividend declared. Redemption of stock does not interest you, so long 
as it is done out of capital rather than out of accumulated surplus. 

Mr. Exuiorr: A man says, “I will redeem my common stock,” but he only 
redeems it because there is money available in the company. 

Hon. Mr. Hucessen: How much of that money are you interested in? 
Surely only the carnings. If he redeems it out of capital, that does not 
interest you? 

Mr. Exuiorr: Yes. If a shareholder takes money out of a company because 
there is a surplus available, that shareholder should pay tax on it now, because 
he has got the use of the money now. 

Hon. Mr. Hucessen: If he is getting capital rather than income, what is 
your interest? 

Mr. Exuiorr: He is getting the money today and should pay the tax today. 

Hon. Mr. Lampert: You are to some extent discounting the future? 

Mr. Exurorr: I do not think there is any discounting done. 

Hon. Mr. Haypen: To the extent that capital has been paid in, surely the 
shareholders are entitled to withdraw that capital, and it should not make any 
difference whether there is a surplus in the company or not. 


Mr. Exuiorr: I do not agree with that statement because we have found 
in fact that companies with a substantial amount of common stock keep on 


‘redeeming common stock, which postpones the tax. A man living among. us 


today should bear his share of the common burden by paying a tax on the income 
that he is receiving now. A man says, “I am taking $10,000 a year out of a 


company which is writing down it common stock.” -But basically the company 


is only able to ;write down its common stock because there is a surplus of 
earnings. I fancy most people would agree that any person who is living on 
money that he draws out of a company capable of paying dividends, should 
pay a tax on it today. 

Hon. Mr. Haypen: But you get the tax on the earnings of the company 
before they pass into surplus. 


Mr. Exxrorr: That is a corporate tax. We are talking about a tax on 


_ shareholders. 


Hon. Mr. Haypen: A shareholder may say, “I choose to get back the 


-eapital that I have ventured in this business, but if I choose to take anything 


more it will be subjected to tax.” 
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Mr. Exuiorr: That would be in the future; but we say, ‘‘Because you have 
income today, you should pay tax today.” 

Hon. Mr. Haypen: You say that if there is any surplus, then no matter 
what is done so far as the company is concerned, you regard the shareholder's 
recelpts as income? : 

Mr, Euuiotr: That is right. 

Hon. Mr. Haypen: If a company has preferred shares and common shares 
and has accumulated an earned surplus, how can you say that preferred shares 
redeemed by the company are redeemed out of surplus and not out of capital? 


Mr. Exurorr: If years ago the shareholder paid $100 for preferred stock, 
we say that he can take it out up to that. 

Hon. Mr. Hata: I see the point that Mr. Elliott is making. 

Hon. Mr. Haypen: I see the point too, but I do not agree with it. 

Mr. Exurorr: And I do not agree with yours. 

The CuarrMan: After the preferred shareholder gets his dividends and the 


common shareholder gets whatever he is entitled to, the preferred shareholder 
shares in any additional profits over and above that. 


Mr. Exuiorr: I have no doubt that in the C.I.L. case all they did was convert 
one share of common into ten shares of common. We say “All right; that is 
splitting bits of paper.” But if they had converted it into preferred stock 
they could redeem that preferred stock within the next year or so, and technically 
that would be capital which we could not tax at all; but when you trace back 
the whole history of it you find there is a surplus that the common stockholder 
should have paid a tax on as and when he got the money. 


Hon. Mr. Hara: Mr. Chairman, I have a question to ask Mr. Elliott on a 
different point. If after I have asked it you rule that Mr. Elhott need not bother 
to answer it, I will not feel offended. 


The CHAIRMAN: Go ahead. 


Hon. Mr. Hata: As I recall—I am speaking from memory—in the first | 
brief he presented Mr. Elliott had a schedule of salaries paid throughout the 
service. 

Mr. Exuiorr: Throughout the income tax service. 


Hon. Mr. Haic: I for one was greatly shocked at the small salaries being 
paid, not only to men in the lower ranks but to men at the top. I am wondering — 
whether this matter comes within policy or routine. If it comes within policy 
I will not press the question any further. ) 


Hon. Mr. BucHanan: It would relate to the efficiency of administration - 
by the department. 


Hon. Mr. Haic: That is what I am coming to. We people who live in 
the west or the east, at a considerable distance from headquarters at Ottawa, — 
have to depend upon the men in the local income tax office when we want an 
interview or consultation about some matter. Of course, if the point is a very . 
important one and involves a large sum of money we can come to Ottawa, but 
I am speaking of matters which can and ought to be dealt with locally. It ; 
seems to me that the salaries paid to the officials in our regional offices are . 
altogether out of line with the responsibilities they have to assume; and, — 
although I have no complaint, I do not think we get the service that we would — 
get if better salaries were paid. The range of salaries in all branches of the | 
civil service may be low, but it seems to me that in this income tax branch — 
the range is ridiculously low. I was wondering whether the low salaries did not 
affect the service as a whole. . 
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Mr. Exuiotr: I agree that the salaries are entirely out of line with the 
responsibilities borne by the administrators across Canada of these very difficult, 
technical and important laws. I fancy you would like some further comment 
on that. 


Hon. Mr. Hate: I would. 


Mr. Exuuiorr: From the time that the Civil Service was organized in 
England, people looked upon it as offering a worthwhile career. Civil servants 
held a position of trust, honourable positions, and there was a social status 
that went with the rendering of service to Her Majesty or His Majesty, as the 
case might be. I am inclined to think that that sentiment persists, even down to 
the present day. But in 1820, I think it was, the British Government realized 
that the collection of revenues was a little different from the service rendered 
in furthering the activities of the Crown in all other directions, and in that year 
the revenue authorities and their officials were paid higher salaries than those 
paid to persons of comparable rank in other branches of the service. That 
situation lasted until about 1870, when the whole Civil Service in England was 
reclassified and it was recognized that the civil servant should have not only 
his social standing but a salary more nearly commensurate with that payable in 


_ industry and general business at that time. 


What I have said as to the early history of the Civil Service in England 
is true of the early service of the Crown in the right of the Dominion, and, I 
sincerely hope, in the right of the provinces also. Then, in 1915 the Business 
Profits War Tax Act—I underline the word ‘“Business’—gave a new set-up 
to the requirements of the’ Civil Service. Civil servants became part and 
parcel of the warp and woof of the business of our country. The administration 
of the Business Profits War Tax Act and the Income War Tax Act in the 
years of the first great war was considered to be a heavy task, but there is an 
incomparably greater task to-day in the administration of the Income War 
Tax Act and the Excess Profits Tax Act. I think it is safe to say that in the 
consideration of the business world to-day nothing is of greater importance 
than the effect of taxes upon its affairs. Some members of this committee | 
said a few moments ago they would like to lay down the business plans 
affecting the officials and place upon their shoulders the great responsibility of 
seeing how they shall stand in the future. I wish to point out that the 
Department of Revenue officials are getting into the warp and woof of 
business itself. In short, the Crown and the business world are becoming so 
intermingled that we must stand on greater parity, and we must. eliminate the 
thought that the service is paid so low that it does not attract. men with proper 
judgment to serve the Crown when they can be paid so much higher wages 
elsewhere. Therefore, I say that we should as far as possible foster the 
feeling that to serve the Crown is an honourable and a desirable thing to do. 

When one comes to the revenue man there is a comment—and with 
some reticence I draw attention to this matter—that he is a tax gatherer. The 
connotation of that word, comes down to us from time immemorial. In the 
Bible he was referred to as the tax gatherer. What. honour has a servant of 
the Crown through the medium of a tax gatherer? He has neither honour nor 
pay. He has great responsibility, and business will not run without him. 
As Senator Haig has so forcefully said he is paid law salaries. Gentlemen, 
let us not delude ourselves, the revenues will be better, out. country will run 
smoother if we recognize the intermingling of business and the government. 
Let us give to these men that to which they are entitled, and give no weight to 
the honour of serving the Crown. Give honour if you can, but pay on a 
just. basis. . 

I know my words will be made public, and that other persons in the 


- government will say, “We are as important as the revenue.” I would not like to 


say that they are not, but it is not so intense; there are smooth parts of the 


ve 
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government services, and they have the results of their labour in their hands 
to their credit. If a scientist discovers something that is new and is of 
great value to the state it is a monument to him; for instance Saunders who 
discovered Marquis wheat. Salary did not mean anything to him; he had a 
monument to his name. But the poor tax gatherer, year in and year out, who 
grinds away with the affairs of business men, what monument does he have? 
There is no monument. You must pay him for the work he is doing. — 

The Cuarrman: Would you say the work of the tax gatherer was of 
greater importance than that of other civil servants who spend the money 
collected by the tax gatherer? 

Mr. Exuiorr: Mr. Chairman, if I offered you equal pay to spend money 
or collect money, which position would you take? 


The CHairmMaAn: I am asking you. : 
Mr. Exuiorr: My question answers your question. 
Hon. Mr. Hucressen: In practice, Mr. Elliott, your department is not under 


the Civil Service and I assume that the salaries that are paid are really arrived 
at as a result of consultation between you and your minister. 


Mr. Exuiorr: No, that is not quite correct. We are subject to the Treasury 
Board and that board keeps us in the category commensurate with what the 
Civil Service Commission provides. We are not under the Civil Service Com- 
mission in the appointment of our staff, but in the compensation we come 
under the Treasury Board, who have power to say what salaries we shall pay. 


Hon. Mr. Asevtine: Mr. Chairman, before we leave this subject, might I 
be permitted to ask Mr. Elliott two or three questions about the Saskatoon 
office? 


The CuairmAn: As long as it is in line with what has been said. 


Mr. Exxuiorr: May I continue with one or two comments. I do not think 
this committee nor the public generally realize the importance of the responsi- 
bility placed in the hands of our assessors and senior officials across Canada. I 
say that most sincerely, because they are alone with the taxpayer. The assessor 
is a unit unto himself. He must meet business affairs on very short notice, in 
various complicated busineses and he must go through their annual activities, 
and his decisions as to what he will do with this item or that is a matter which 
amounts to many million dollars across Canada. Now having thrust the responsi- 
bility of multiple and intricate business matters before our assessors and inspec- 
tors annually, is it not proper to say to that important gentleman, doing that 
important duty, that he should have more than adequate compensation to be 


clear of all worries and all other factors that might come into his mind? T-. 


suggest therefore, Senator Haig, that you have raised a very important and 
major question. 

Hon. Mr. Hate: It goes to the very essence of the administration of the 
act and has a good deal to do with the complaints coming from the public against 
the administration of the act. 


Mr. Exuiorr: I could add more to the argument, but I will let the 
matter drop. 


Hon. Mr. Aseytine: May I ask a question about the Saskatoon office? 


I know my own office, and I suppose every other office in the neighbourhood 
has a great deal of business with your Saskatoon office. We are very anxious 
that Saskatoon shall be built up to be a very efficient office. At the present time 


I understand that it is placed in the number one category. Regina, for instance, 


is in number two and the salaries paid there for the same kind of work are much 
higher than those paid in Saskatoon. There is no chief assessor in Saskatoon, 
except in name, and he does the work but gets the ordinary assessor’s pay. 


a 
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There are rumours abroad now that another office may be built up in Prince 
Albert. We would prefer a real good office built in Saskatoon, rather than a 
new office in the province. 


The CuarrMAN: Maybe you will get that under the new plan for having 
more district. offices. 


Hon. Mr. Aseiting: Could Mr. Elliott give us some information on that 
instance? 

Mr. Exxiorr: I would be very glad to, indeed. Subject to many flaws, 
the fact remains that we have graded our offices across Canada. The senior 
grade is called Grade IV. 


Mr. Woop: We call them A, B, C, and D. 


Mr. Exuiorr: We have senior grade offices and certain lower grade offices.: 
For example, Toronto and Montreal would be senior offices. Then you come 
to a district such as London, Hamilton and Winnipeg who are in the next 
lower grade; then comes the lowest grade for Belleville and Saskatoon. These 
cities are graded on the size and volume of work that goes through the office. 

One of the fallacies in that system is that a man in Belleville or Saskatoon 
may be dealing with a very large company, and because he happens to be at an 
office that has a low grade classification, he gets less salary. The fact is that 
he may be dealing with just as large a company as if he were in the higher 
classification. J am quite sure London handles some companies just as big as 
any that come through Toronto or Montreal. That man who is an assessor in 
the lower grade district of London is actually paid less although he is doing 
equally as important work as an assessor in Toronto or Montreal office. 

There is a flaw in that arrangement which should be remedied. But the 
classification or grading of districts was done some years ago; and that system 
of classification ran through the whole service. We must recognize that assessors 
have equally as important duties to perform as assessors in any other district. 
Perhaps they may not have the same intensity throughout the year, but at 
times he is doing just as important duties, and has just as critical an analysis 
of the affairs of companies as has any assessor in any other part of Canada. 

Hon. Mr. Aseutrne: Is there any possibility of Saskatoon being graded 
the same as Regina? In Saskatoon they have a territory of 170,000 square 
miles as compared to a much smaller territory around Regina. Our assessors 
are excellent men, doing a wonderful service and getting considerably less pay 
on account of the fact that they are graded lower. 

Mr. Evuiorr: I am happy to say that there is some hope; but, it isn’t so 
much a question of area because we do not tax acreage, but we tax the business 
activities and incomes. 

Hon. Mr. Asrettine: I was thinking of square miles. 

Mr. Exuiorr: It does not make any difference, miles or acres. 

The CHarrMAN: I believe Senator Buchanan had a question. 

Hon. Mr. BucuHanan: I had passed on to me a letter addressed to you, 
Mr. Elliott, and Mr. Stikeman, and I should like to have the matter of this 
complaint cleared up. It has come to me from two or three sources. Order-in- 
Council 6020 has the effect of enabling a farmer to apply the proceeds realized 
from participation certificates to his income either in the year the money was 
received or in the year in which the wheat covered by the certificate was delivered. 
Is that. Order-in-Council still in existence? 

Mr. Exuiorr: That is’a very recent order-in-council. Could you give 
me its date? : 

Hon. Mr. BucHANAN: August, 1944. 


Mr. Evuiorr: That is still in existence. 
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Hon. Mr. Bucnanan: The farmers of Alberta inquired whether it would 
be possible to spread the receipts from wheat held because of the wheat quota, 
and apply this Order-in-Council 6020 policy by spreading the proceeds received 
as under participation certificates. The statement was made by you or someone 
in your department that you agreed with that procedure. | 

Mr. Extiorr: No, I do not think that is correct, Senator Buchanan. 

Hon. Mr. Bucuanan: The point I want to make is that in the information 
I have this letter is quoted, and the instructions sent. out from the Income Tax 
Office in Calgary is also quoted; and the farmers proceeded to act on this 
information. Later on the order was rescinded. 

Mr. Exuiorr: No; I think this is the situation: so far as the wheat under 
the wheat participation certificate is concerned we would agree; but, as the order 
states, so far as wheat grown beyond that, and accumulated by the farmer, 
that would be taxable in the year in which it was sold. There are thousands 
of letters that go out of my department, and I sign not more than 10 per cent 
of those written over my name. Under those circumstances there may have 
been a letter go out saying that we will treat the excess beyond the participation 
certificate basis on the same basis as the participation certificate. If we did send 
such a letter, then I say it is wrong. 

Hon. Mr. Bucuanan: I will quote a paragraph from the reply received from 
the Deputy Minister :— ! 

Where a farmer sold and reported as income the proceeds of the 
maximum amount of wheat which he was permitted to sell under the 
quota system, then any surplus wheat which he had to carry over into 
subsequent years, may be reported as income of the year grown. 


Mr. Exuiotr: That is wrong. If such a letter was written, I am sorry it 
got out. 

Hon. Mr. Bucuanan: An order was sent out from Calgary based on that 
letter, and the farmers acted on that, and then the order was rescinded. There 
has been a good deal of protest over this procedure and I was asked to bring it 
to the attention of this committee. A copy of this letter has been addressed to 
yourself and to Mr. Stikeman. 

Mr. Exxiorr: If I may suggest—though in doing so I may be going a little 
beyond my position here—that is a matter between the taxpayers and ourselves. 
I doubt if the committee should make a decision on a specific case, even though 
some taxpayers may have been mislead by an erroneous order, 

The Cuarrman: A matter of that kind is between the department and the 
taxpayer? 

Mr. Exxiorr: That is what I suggest. | 

Hon. Mr. Bucuanan: Would it not be well to follow the same procedure as 
you do with participation certificates? 

Mr. Exuiorr: You mean, change the whole basic ruling? As you are all 
aware, participation certificates were designed for one specific purpose. If a 
farmer raised more grain and housed it, and if he sold it in a subsequent year on 
a cash basis, the transaction would be taxable in the year of sale. : i 

Hon. Mr. Hate: That has been the practice in Manitoba, that when you _ 
sold the grain you reported the transaction. : ia 

Hon. Mr. Hucrssen: Mr. Chairman, I have one or two questions arising out 
of evidence given before the committee, and with relation to a few sections of ie 
the act. The first question arises out of a suggestion by one witness that the if 
information called for on the T-2 form could be embodied in the ordinary cor- — 


poration return, so as to make it unnecessary to file two returns at the same 
time. an 
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Mr. Exuiorr: I might perhaps give the history of the T-2 questionnaire. 
There is the ordinary corporate return, the T-2, which I think is familiar to 
everybody. That form asks general questions, upon the answers to which the 
tax is to be founded. After the Excess Profits Tax Act was passed, wherein 
capital and accumulating income became a necessary factor in determining the 
standard profit base from 1936 to 1939, we had to have much more detailed 
information than we had required under the general income tax law. We asked 
the accounting profession for assistance. Here I should like to pause and pay 
tribute to the magnificent manner in which the accounting profession co-operated 
in that necessary war effort. A committee was sent down to Ottawa, and in 
conjunction with departmental officials, accountants, they worked out this T-2 
questionnaire. The thought was that if we could get a questionnaire sub- 
stantially uniform for all companies it would do two things: it would crystalize 
our questions in the main to any and all’ companies, and it would give the 
accounting profession a uniform basis on which to work in preparing returns. 
The accomplishment of those objectives would of course make the handling of 
returns easier both for the accounting profession and for the department; and 
the uniform questionnaire would be useful to companies because they would 
know what was required in order to determine the taxes under the two laws, and 
particularly the Excess Profits Tax Act. 

Now there is no doubt that every company must declare its full state of 
affairs in detail. All this detailed information has to be examined. Is it desirable 
—I am answering your question by asking a question—is it desirable so to 
expand the normal T-2 corporate return as to include the questions asked on 
the T-2 questionnaire? All companies in Canada must file the T-2 corporate 
return ,but all do not have to make a detailed statement. There are a great many 
small companies which, by using the normal form and attaching their financial 
statements, comply with the law satisfactorily so that we can get on with the 
job. If you incorporate the T-2 questionnaire into the ordinary T-2 return you 
are going to have a very complicated form, and we would be subjected to severe 
criticism on that ground. That complicated form would be getting into the 
hands of a lot of people to whom it is actually not applicable. Therefore the 
thought of that committee was—and I still think it is correct—that the T-2 
questionnaire should be separate from the ordinary form. 

The T-2 questionnaire has another advantage. Firms doing business of a 
substantial character often employ accountants. Now, we place great confi- 
dence in the accounting profession as a whole, and when this T-2 questionnaire 
is signed by accountants as well as by the company we feel that we do not have 
to go into detail in examining the company’s affairs at the place of business. The 
T-2 questionnaire enables the accountant to get his business through more 
quickly, and it also enables the department to conclude its affairs more quickly. 
That is a great advantage. If a company refuses to answer that T-2 question- 
naire we have to go to its place of business and dig up the information ourselves. 
That is undesirable, if it can be avoided. Some people have suggested that we 
are asking the accountants to do our assessing work, but of course that it not so. 


_It must be remembered that the accountants are employed to reflect the affairs 


of the taxpayer in a manner which will most expeditiously get the business to 
the government, and the committee of accountants felt that this T-2 question- 
naire was the most reasonable way of doing this. Some people say they would 
prefer to send in the more simple return and let the departmental officials do all 
the work that now has to be done in filing out the T-2 questionnaire. Well, that 
would require a larger staff in the department and would cause more delay. The 
most desirable thing is to have the company itself, in conjunction with its own 
paid accountants, make as complete and detailed a statement as possible. 


The CuHatrman: The questionnaire was devised with the co-operation 
of the accountants themselves? 
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Mr. Exuiotr: As I stated a few moments ago, they came to Ottawa and did 
splendid work. I am glad to pay my respects to them. They sent here men of 
high calibre, who stayed in Ottawa many days, without any compensation 
whatever, merely to help our war effort in this direction. I remember well the 
senior men who were here, men of large income and wide business connections. 
I was impressed by the fact. that they gave up their time to assist our own 
assessors and accountants in devising this form, which has been most useful. 


Hon. Mr. Hugessen: Do you feel you would still require it, even if the 
_ Excess Profits Tax were repealed in the near future? 


Mr. Exxiorr: Yes. I think that those who complain about it are in the 
minority. 

Hon. Mr. Hucessen: There has not been any complaint, as I understand it. 

Mr. Exuiotr: Well, those who suggest that we abolish the form. 

Hon. Mr. Hucrssen: There was simply a question whether the T-2 ques- 
tionnaire could not be included in the ordinary form. 

Mr. Exuiorr: We are always desirous of simplifying the form where possible. 

Hon. Mr. Hucrssen: There is another matter that I would like to discuss, 
one that has been referred to frequently here, namely section 6 (1) (a), which 
says “a deduction shall not be allowed in respect of disbursements or expenses 
not wholly, exclusively and necessarily laid out or expended for the purpose 
of earning the income.” I think we all agree, Mr. Elliott, that under modern 
conditions that wording is perhaps restrictive. I was interested in the evidence 
given to the committee by Mr. Oliphant, of Washington, According to him, 
the definition of expenses allowed in the United States is more to this effect: 

“expenses incurred in the conduct of the trade or business.” 

Mr. Exiiorr: I think he was not quoting, but was stating the effect of 
the law from memory. 

Hon. Mr. Hucnssen: He said that in the United States a taxpayer is 
allowed to deduct expenses incurred in the conduct of trade or business. I was 
wondering whether wording of that kind might not be advisable to replace 
our present section 6 (1) (a), particularly since subsection 2 of section 6 gives 
the minister discretion to disallow any expense which he may determine to be 
in excess of what is reasonable or normal for the business carried on by the 
taxpayer. 

Mr. Exuiotr: I looked at the American law recently, and my recollection 
is that the word “necessarily” is in there. The thought occurred to me: What 
is the basic difference between expenses necessarily incurred in the conduct 
of the trade or business and expenses wholly, exclusively and necessarily 
expended. ‘ 


Hon. Mr. CAMPBELL: But in our act the wording is “laid out or expended 
for the purpose of earning the income.” 
Hon. Mr. Hucessen: That is where the trouble arises. In business a good 
many expenses are not actually made for the purpose of earning the income. 
Take insurance premiums as an example. a 
Mr. Exuiorr: I grant that. The idea is that expenses which may be 
necessary from a business point of view are often on the capital side. You and 
I know that certain kinds of expenses are regarded as necessary in order to 
get business— : fe 
Hon. Mr. Hucrsspn: Advertising expenses, for instance. ! 
Mr. Exuiorr: We allow advertising expenses. But let us take excessive 
expenditures upon entertainment. 


Hon. Mr. Hucessen: But you can control those under subsection 2 of 
section 6, can you not? 
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Mr. Exiiorr: It is better to state in the act that expenses of a capital 
nature will not be allowed, but we will allow expenses that go to the earning 
of the income. 

Hon. Mr. Hucrsspn: Does the present definition say that? 

Mr. Exuiorr: Yes; you have just read the definition: “expenses, not 
wholly, exclusively and necessarily laid out or expended for the purpose of 
earning the income.” That is to say all expenses relating to the earning of 
the revenue are allowed; but other kinds of expense, not germain to the earning 
of the income but laid out for purposes of influence when it is thought that if 
the company will spend a certain sum in this direction it would not earn any 
more income this year but it will ultimately do so. 

The CuHairMAan: Would that include such advertisements as full-page 
ads in the newspapers and magazines, and advertisements on billboards, which 
are for the purpose of just giving information and have no definite connection 
with the business itself? . 

Mr. Euuiorr: Yes, we allow those. 

The Cuarrman: All that appears in these advertisements, so far as the 
company is concerned, is words to the effect that it is sponsored by such a 
company. Do you regard those as necessary expenditures to the earning of 
the income? | 

Mr. Exuiorr: There is another play that comes in at that point, which is 
very important. When the tax was 100 per cent, less 20 per cent refundable, 
advertising went up very greatly. The reason being that if they did not pay 
out the money for advertising they must pay it to the Crown; the company could 


not keep the money. Therefore, advertising was deemed desirable for their 


point of view. It did not cost the company anything, except 20 cents on each 
dollar. It was necessary to control even that during the war, although we 
normally would regard advertising as a necessary expense. However when 
the company is spending our money, it is not necessary to do so in excess. When 
the rates go down, let us say, to 40 per cent and we cut out excess profits tax, 
the company would then spend 60 cents of its own money on each dollar; and 
if it goes down to 30 per cent they would spend 70 cents of each dollar of their 
own money. We say to the companies, “You exercise good judgment in that 
matter, when you are spending 70 cents out of the dollar, and we are content 
to leave it with you.” Therefore we allow them the advertising expense. 

Hon. Mr. Hucrssen: Just to crystallize your thoughts on this point, would 
you say, Mr. Elhott, that you are satisfied with the present definition, or do you 
see any need for a change? 

Mr. Extiotr: I think it is quite all right. I have heard objections to the 
word “exclusively”; I have also heard objections to the word “necessarily”. In 
answer to those criticisms all I can say is that they simply relate to revenue, 
and if that is so, they will always be allowed; but, when expenditures go on the 
capital side they cannot be allowed as deductions. 

Hon. Mr. CaMppetu: But is it not a fact, Mr. Elliott, that you must go 
beyond the letter of the law to allow expenses which in your judgment are 
properly allowable? : 

Mr. Exuiorr: That has grown up in the practice, to wit, insurance 
premiums. 

Hon. Mr. Campsetu: Should not the law be brought into line, as it is in 
England? 

Mr. Euuiorr: It is desirable. I do not know whether to bring the law into 
line with the rulings, or the rulings into line with the law. 

Hon. Mr. Campsety: If you bring the rulings into line with the law you 
will have certain items which are now properly allowable. 
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Mr, Exuuiorr: That is right. 

Hon. Mr. Campspetu: It would seem to me from all the evidence we have 
heard that that section should be clarified and brought in line with the present 
practice of the department, still leaving to the control of the minister the power 
to disallow any item which in his opinion is not properly allowable. . 


Mr. Exuiorr: There is no question that the law should speak, and we should ~ 


conform with the law. All rulings are a little out of line, because we are more 
liberal than the law warrants; but it is uniform. 

Hon. Mr. Lampert: Following the question of Senator Campbell, as I 
understood it, Mr. Elliott, you said “that the law has changed as the facts have 
changed. Now I would assume that those changes in the law, based on the 
changes of fact, have been reflected in any regulations that have been issued 
with the support of the ministerial decisions through the orders-in-council. 
Now is there any reason, or has there been any reason during the past six years, 
why those changes should not have been confirmed by statutory amendments 
in parliament? 

Mr. Extiorr: As you well know, and as all of us are aware, in the throes of 
war many things have to be done very rapidly. 

Hon. Mr. Lampert: Is that the crux of the whole situation? 

Mr. Exuiorr: I am answering your question. I wish to point out that in the 
throes of war many things have to be done very speedily. The War Measures 
Act was a measure to assist in getting things done rapidly; however, as a 
principle that should not be done in times of peace, when the law should be 
changed, and it should have the support of parliament. I would not criticize 
any government for using orders-in-council while in the throes of war. 

The CuatrMAN: Have they not the force of law? 

Mr. Extiorr: Yes, they have. 

The CHatrMAN: That is if they are done under the proper statute, the War 
Measures Act or the act that succeeded it? 

Mr. Exuiorr: It has the force of law. But Senator Lambert wants that 
foree of law passed upon him by parliament. I say, at the present time it is 
quite proper, but in wartime it may not be. 

Hon. Mr. Lampert: The Income Tax as it stood before the war, was 
statutory. I am raising the point as to whether or not any time would have 
been lost if changes in the Jarw respecting income tax had been submitted 
each year to a committee of parliament to pass upon the suceeelcy amend- 
ments to the act. 7 

Mr. Euuiorr: Oh, I think so. Senator Buchanan just read an order that 
was not submitted to parliament. There must be some exceptions in times of 
war; but, by and large I think all changes in law have been submitted following 
the budget of the day, and parliament has passed upon them. 


Hon. Mr, Lamepnrr: As far as the budget goes, yes, but not changes in law 
that were reflected through new regulations. 


Mr. Exuiorr: Let us put it bluntly. If you are Suadecene that we change Ml 


the law by ruling, I would forcibly say that is not so. 


Hon. Mr. Lampert: I gather that the series of regulations were according 
to facts, and the law will change as the facts change. I took that reason from 
your remarks. 


Mr. Exuiorr: No, the law written in the statutes is not changeable by 


facts. It is necessary to interpret the facts in the light of a continuing law. 


I never heard of the proposition that, as the facts change the law changes. 


Hon. Mr. Campseuu: .I think Senator Lambert has in mind cases whereaiy 
you have a number of ambiguities in the law, and it becomes necessary to 
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interpret the facts, as you would in section 16; and that it would be more 
desirable to change the statute at the earliest possible moment than to continue 
under the interpretation which is beyond the scope of the law. 

Hon. Mr. Hucrssen: Does not the same argument apply to the point we 
were discussing a few minutes ago, where you allow insurance premiums as an 
expense for the purpose of determining income under section 16? 

Mr. Exxtorr: I found many things when I became Commissioner and later 
as Deputy Minister, that had grown up in the early days of 1915 and 1917, 
and they had been generally admitted as beneficial to the taxpayer. The item 
of insurance premiums as an example, technically I think should be in the law 
as allowable. That is the point I think you are raising. Secondly, it was never 
done because there was no apparent need for it and no one asked for it. We 
were going to parliament in the proper way and the substance of things was 
wholly in progress. Technically, that is not the way to run a country; we should 
go to parliament and confirm what we are doing regularly. When I became 
Commissioner I found these things existed, and I knew they were in existence 
long before I took that office; but, there was so much to do that was really 
progressive and necessary that one did not stop to do the things that the 
country accepted as beneficial to it. On the technical side you are quite right 
and on the practical side it works perfectly. 

Hon. Mr. Lampert: There is one other point I should like to mention 
arising out of Mr. Elliott’s observation about the remuneration to the service, 
in which he suggested that the ancient scriptural stigma attached to the tax 
gatherer still applied to the public thinking in this country; and that as a 
result of that attitude possibly some assessors and other valuable servants in 
the department were condemned to a lower rate of return than they might 
be getting in some other department. Now I think that the responsibility for’ 
that condition, if it exists, is that of the minister and his advisors who administer 
the department, and nobody else. I cannot agree that the old stigma referred 
to attaches itself to the public attitude throughout Canada. My experience 
has been—and J think I have had a fairly broad contact. throughout. this 
country—that not only an intelligent service but the most, courteous service 
is given to those who seek information and help in making out their income 
tax returns. 

I think there is a general restive feeling throughout the country regarding 
the weight of income tax, and the rather punishing quarterly payments that 
have to be made, as well as the annual adjustment. But certainly that feeling 
does not reflect itself in any attitude of depreciation of the men who ably 
represent this country in the branch offices of the Income Tax Department. 
Might I come back again to the question of the Terasury Board? It is within 
the hands of the minister and his advisors to at any time introduce, effectively 
I think, measures of recognition for these people in the department. 


Hon. M. Hucsssen: There is one further question upon which the committee, 
I think, should have Mr. Elliott’s view. Many witnesses have dealt with the 
question of depreciation in section 6 of the act as not being allowed except. to 
such an extent as the minister may permit. The suggestion was made, Mr. 
Elhott, that depreciation should be put back where it was until a year or two 
ago, as one of the deductions which is allowed subject to such a reasonable 
amount as the minister may determine; and that it is really more correct and 
gives a better picture of the positon of the taxpayer if he is given a positive 
allowance for depreciation rather than putting it in the negative way, that 
he is not allowed depreciation, except as the minister may permit. Let me 


add that I appreciate the fact that that change was made in the act because 


of the decision in the Pioneer Laundry case, and I fully agree that the minister 
was perfectly right in attempting to get around the decision in that case. 
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Mr. Exuiorr: In my opinion the Pioneer Laundry case has been thoroughly 
misunderstood all across Canada. Like any decision that becomes the subject 
of common parlance, it soon lost its true legal position. I will comment upon 
that case, because I think it will help to answer your combined comment and 
question. 

Hon. Mr. Hucessmn: It is not my comment, but a comment made to us by 
other witnesses that I am putting to you. 

Mr. Exuiorr: I stand corrected on that. In the Pioneer Laundry case a 
company held by very few shareholders had over a series of years completely 
written down their assets that were subject to depreciation, so then a new com- 
pany was formed and the assets were transferred to that new company in 

exchange for its shares. 
Hon. Mr. Hucrssen: Without any change of ownership? 

Mr. Exvziorr: You are making the same error that was the basis of that 
case. In stating that we would not allow further depreciation we said that the ~ 
new company was the same person, and therein we went against the decision in 
Solomon v. Solomon. I read and sign the documents that come before me in the 
course of appeals, and in answering that appeal I made a technical error on a 
legal point that is so simple as to be elementary. We know that a new company 
is a different entity from an old company, whether or not the shareholders are 
the same. That case went through to the Privy Council, and the Privy Council’s 
advice was that there had been a mistake in law and that the case should be 
referred back to the Minister. So the matter came back to us to be dealt with 
again. It was about that time that we switched from the old secion 5, in which 
depreciation was allowed, to the new section 6, which says that a deduction shall 
not be allowed in respect of certain things. I am speaking from memory as to 
the actual wording of that section. In the Pioneer Laundry case the new com- 
pany said: “We are using this machinery, we are making a profit, and one of 
the things we are entitled to under the law is depreciation, even though we know 
that we have already had our assets written off when they were in the name of 
the old company.” This was while the old section 5 was in effect. The minister 
cannot look at the fact that the same shareholders are in the new company as 
were in the old company, and under the old section 5 the new company could 
demand a depreciation allowance as a matter of right. So we decided to take 
depreciation out of old section 5 under which it could be demanded as a right, 
and put it in section 6, under which it could not be deducted, except in such 
amount as the minister in his discretion might allow. That took away the right 
of a taxpayer to demand a deduction for depreciation on asset with respect to 
which full depreciation had already been allowed. 


Hon. Mr. Hucessen: You did more than that, for in addition to removing — 


the right to depreciation from the old section 5 and making it a matter of 
ministerial discretion, under section 6, you inserted in section 6 a proviso to 
take care of such cases as the Pioneer Laundry case. A suggestion has been made 
to us that it was not necessary to do both. If you allow depreciation as a positive 
right, which is the common practice, you have sufficient protection in the proviso 
to which I have referred. 


Mr. Exuiotr: I do not quite follow that. If depreciation were still a 4 


matter of positive right, as under the old section 5, and the second company 
was using the assets on which depreciation had already been allowed to the 
first company, how would you be able to refuse depreciation to the second 
company? : . 
Hon. Mr. Hucrssen: The proviso in section 6(1) (n) would absolutely 
cover that case. 4 
Mr. Exuiorr: I have not got that before me. Would you be good enough ~ 
to read it? : 
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Hon. Mr. Huaussen: It is rather long, but I will read: it; 


Provided, however, that the Minister shall not allow a deduction in 
respect of depreciation of assets owned by an incorporated taxpayer 
from the income of the said taxpayer if he is satisfied that the said 
taxpayer directly or indirectly had or has a controlling interest in a 
company or companies previously the owner or owners of the said assets 
or that the said previous owner (which term shall include a series of 
owners) directly or indirectly had or has a controlling interest in the 
said taxpayer or that the said taxpayer and the previous owner were or 
are directly or indirectly subject to the same controlling interest and that 
the aggregate amount of deductions which have been allowed to the 
said taxpayer and/or the said previous owner in respect of the depreciation 
of such assets is equal to or greafer than the cost of the said assets to 
the said previous owner or to the first of the previous owners where 
more than one. 


Mr. Evuiorr: That was not put into the act until wartime, and the 
removal of depreciation from section 5 to section 6 took place before the war. 
I would say that the proviso you just read was put in about 1944. 

Hon. Mr. Hucessen: No doubt as a result of the Pioneer Laundry case? 

, Mr. Exxiorr: No, but as a result of the claims that were being made for 
depreciation by companies with new shareholders. They would bring in a small 
proportion of new shareholders and say, “This is a new company now, because 
it has some new shareholders.” 

Hon. Mr. Hucessen: Then I take it you would not object to putting the 
depreciation provision back among the allowable deductions, with that. proviso? 

Mr. Extiotr: With that proviso you have just read, I would not object; 
but without that proviso, I would object. 

Hon. Mr. Hucessen: I fully agree. 

Hon. Mr. Campseiu: Mr. Elliott, I would like to come back to section 16, 
and to your suggestion that we might give you a proposed amendment to that 
section. It seems to me to be a section that causes a great deal of difficulty. 
I recall that at the time it was before us for enactment I objected to the 
wording and suggested that it should be clarified so that there would not be any 
prohibition of the splitting of common shares. Subsection 1 of that section 
reads:— : 

Where a corporation having undistributed income on hand reduces 
or redeems any class of capital stock or shares thereof, or converts any 
class of the capital stock or shares thereof into any other class of capital 
stock, shares or other security thereof, 


and I would suggest that these words be added there:— 


which by the instrument converting them would make then re- 
deemable . .’. 


That would have the effect of prohibiting anyone from converting common shares 
into redeemable stock of any kind. It seems to me that was the intention of 
the section at the time it was enacted. 


Mr. Exriorr: Well, that is along the right line, but I wonder if it goes far 
enough, Let me give you an example. Here is the common stock of a company 
that has earned great profits during the war, I give this as an illustration 
because it is an active problem, about which I receive a number of letters. The 
owners of that company are aware that they would be heavily taxed if they took 
out the surplus. They are also aware of the fact that they cannot convert it 
into a preferred stock and later out of the assets of the company redeem the 
_preferred stock. And they know it is very difficult to get the accumulated war 
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earnings reduced to possession as between themselves and the company, even 
though they create some new shares of a preferred character. So they contem- 
plate splitting the shares and calling them common, Then they say, “To one 
part of the common stock we will give some right, say the right of $2 or $3 
dividend.” Now they have got two kinds of common stock. They are not of 

a redeemable character; they are common. But the one common has a prefer- 
ence position qua dividends. Then the owner says, “that is the kind of thing 

I can sell,” and he wants to sell that to the public at large, which generally 
speaking, is not as wealthy as he. The purchaser not being as wealthy as the 
vendor, there is a great differential between the tax that the purchaser would 
pay on his dividends versus the tax that would be paid by the vendor, the man 
who wants to get this value out of the common stock that he has. He says: “I 

' will sell my shares, and that is capital’. I can sell them at less than their intrinsic 
value in the company, because if I took that value out the Crown might take 
70 or 80 per cent of it, depending upon my position in the income tax brackets, 
whereas if I sell it to the multiple little fellow he will take the dividends and 
will probably pay a tax of 30 per cent.” So there is a difference of 40 or 50 
per cent that they can go. The owner says, “I will sell my shares to the public 
and will take less than their intrinsic value, but not so much less as to equal 
what I would have to pay if I took it directly myself.” He gets a little more 
out of the other fellow, the purchaser. They are really trading on a 50 per cent 
differential. The purchaser says, “ I will pay something less than the intrinsic 
value, and when I receive the dividends I will get that value out of it.” The 
vendor figures he can take a little less than the intrinsic value because he is 
saving some taxes thereby. So there is a movement whereby the shareholder 
who held those shares during the war is seeking to get reduced to possession 
the value of that company through the medium of capital by the process of 
selling his shares to the public. Your amendment would not touch that fellow 

at all, because, as I read it, it had to do with preferred stock. 

The CuarrMAN: Does not the fact that you are dividing that common stock 
into two series, the one having certain rights, usually a preferred dividend of 
two or three dollars a share, in effect make it preferred stock, even though you 
do not call it that? 

Mr. Exurorr: No, it is not preferred, for the reason that it is only preferred — 
as to dividends, and the shareholder retains his right to an equal part in the ~ 
accumulated surplus as and when it is wound up. Preferred stock has no right — 
such as that. ! 

The CHAIRMAN: Very often preferred stockholders have a right to share in 
the profits over and above the declared rate. | 

Mr. Euuiorr: As a premium. 

Hon. Mr. Camppetu: But, Mr. Elliott, is that not being done to-day, with © 
the sanction of the department, under this section of the act. 

Mr. Exurorr: I will say that there are people coming in now that desire — 
rulings, more or less variations that are very clever and very subtle, and they — 
say, “If we do that, will you give us your promise that there will be no tax — 
snvolved?” We have to consider the matter; and I think, in one case, we have — 
gone pretty far. That one case has become an embarrassing case, because others 
are adding to it, and they say, “There is no difference between this case and . 
that one.” Yet, factually there are differences. ‘ 

The United States has allowed the splitting of stock into many parts with — 
the same rights, with no taxation; but if they deviate ever so little in granting — 
new rights then it is payment in kind and surtax. It is a very complicated — 
section. 2 a 
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Hon. Mr. Campsei: You get one feature in the United States which you 
do not get here, that of declared stock dividends to common stock shareholders 
without tax. | 

Mr. Extiotr: That is a splitting of the stock. 

Hon. Mr. Campsexu: A declared stock dividend without tax. I am thinking 
of the economic effect of this section and the ruling. Let us consider, for 
instance, a company, which we will call A, with capital of a million dollars; 
the shares are represented by all common shares. 

Mr. Exuiorr: And no surplus? : 

Hon. Mr, Campseiu: We will say a million dollars capital and surplus of 
a million dollars. 

Mr. Exsiorr: A two million dollar company. | 

Hon. Mr. Campsexi: Yes, a two million dollar company. Then B company 
is represented by a million dollars capital preferred shares, and five hundred. 
thousand dollars common shares at no par value, held by the same group of 
people who carry on the same enterprise. In the case of B company the share- 
holders can withdraw their capital. : 

Mr. Evuiorr: The preferred shareholders, you mean. 

Hon. Mr. Campsei: Yes; they can withdraw their capital without tax 
and have it available for investment in another enterprise. 

Mr. Exuiotr: Yes. | 
_ Hon. Mr. Campsety: In A company the shareholders cannot withdraw their 
capital and make it available for other investments without the levy of tax. 

Mr. Evuiorr: Yes, that is right. | 

Hon. Mr. Campseitu: Nor can a shareholder in A company capitalize his 


, earned surplus by stock dividends. . 


Mr. Evuiorr: That is correct. 


Hon. Mr. Campsrnu: It seems to me that, if you interpret this section 16 
strictly and say that he cannot split that stock, so as to create a non-redeemable 
preference that it is going to bring about a tremendous hardship on him; and, 
the only alternative he would have, if he had a succession duty problem, would 
be to sell his stock in that form which would permit it to get into the hands of 
smaller shareholders and the public. Then when the dividend is paid the same 
thing happens as in the case where he splits it and puts it on a preferential 
dividend basis. 

Mr. Exuiorr: The only thought I would add to that is, why does he choose 


to create two kinds of common stock and give a preferential position qua 


dividends. The reason simply is to get a higher price on the market; therefore 
he is getting value because he has got a surplus there, and he wants to realize 
his full price if he can by selling his shares. 

Hon. Mr. Campsetu: I do not think it is as much to get a higher price 
as to keep a proper control. 

Mr. Exutorr: No, I can say that they have equal voting rights. I have 
had that proposition put up to me. 

Hon. Mr. Campseiu: It does not seem to me that it should be under the 
act to discriminate between two companies. 


Mr. Exuiorr: The principal shareholder is making the discrimination. 
We say to him. “You may do two things. You may sell your common shares, 
if you like, on the open market and there is no tax involved; or you may 
split your common ten for one with exactly the same rights and sell some of 
the split stock. But what you may not. do is create new common stock with 


different rights and sell it. Therefore, do not go into_the realm of splitting . | 
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your common stock, or giving a preference to a portion of it so that you can 
sell it at a higher price, because by so doing you are trying to sweeten up part 
of the common stock by some preference as to dividends and thereby getting 
a higher price.” Why should not the man who has the value and gets it pay 
the taxes? He can split his common stock and sell it if he likes. 

Hon. Mr. Camppeiu: I do not see where you would lose anything in the 
final analysis if you permit a split of common stock giving one class a preferen- 
tial right as to dividend, as against the other. When the surplus is finally paid 
out, if he sells his stock, it is taxable. It may be true that he would get a few 
dollars more while operating the business, but you would not get any more taxes 
from him in the final analysis. On the other hand, is it not likely that in the 
case of some of these companies, usually those companies closely held—to 
distribute their stock to a corporation, in which case you would not get any 
tax at all. 3 

Mr. Evuiorr: That situation has been there all along. 


Hon. Mr. CampseLu: That is the danger. It seems to me that a section 
as broad as this section being left to the interpretation of departmental officials, 
is contrary to the very principle and basis of taxation in our country. 

I remember specifically raising the question at the time the section was 
enacted, and you said the main purpose of the section was to prevent the 
shareholders from converting their common stock into redeemable stock. 

Mr. Exuiorr: That is right. : 


Hon. Mr. CaMpBeLi: It seems to me that is the way the law should be in 
this particular case. 

Mr. Exuuiotr: That is the purpose of the section, and your words do perhaps 
make it a little more clear. It does not change the section within the scope we 
are talking about, but it does narrow it down when we get into these new 
kinds of common stocks with new attached rights, which are only coming to 
the surface because of the desire to put the value of those companies into the 
hands of the shareholders free of tax. It is not a business reason; it is a tax 
reason. 

Hon. Mr. ‘CAMPBELL: It is a business deal in this respect, that where the 
eompany is closely held and there is a succession duty problem hanging over his 
head, if they are to continue operating the company through the family it is 
necessary to get something liquid out of the company. 

Mr. Exuiorr: Yes; no doubt there is a succession duty problen even-from — 
1939. We cured that pretty well up to 1939. a 

Hon. Mr. Campseuu: I am looking at it from the broad economic sense. It — 
seems to me that it is not what you do, but the manner in which you do it. 
For instance, a man today would be foolish to incorporate a company, except 
with some of the redeemable preferred shares and his common shares represented 
by say just a nominal price of $2,000; whereas, it used to be sound policy to put — 
everything in common stock if possible, 

Mr. Exutorr: I cannot help correlating all these intricacies which we are 
discussing with the doing of these very things in practice all across Canada. — 
Here we are discussing problems involving large sums of money which are met — 
every day in the field by men receiving low salaries. I cannot help thinking that ~ 
we are talking of things that should be dealt with by ao skilled and highly — 
paid men. “a 

Hon Mr. Camppeiu: On that point may I ask you one question? Do you | 
not think it would be advisable to have in each regional office across Canada an ~ 
~ experienced chartered accountant. and possibly a lawyer? a 

Mr. Exxiorr: We have—I hope—an experienced chartered accountant in 
every district. As I told the committee in my earlier statement, we lose a great — 
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many of these men because of the remuneration that can be paid elsewhere. 
However I am happy to say that we do retain some of them. We have a 
chartered accountant in every office with the possible exception of the Yukon. 
We have not got lawyers in these offices for perhaps two reasons, the first 
is that they become the centre of advice in the particular community, and all 
the members of the legal fraternity would like to go down and have a chat 


- with them, not about things that are but about things that might be. The 


question was whether we should supply that service. I am not saying no to it, 
but that is the way it works out in practice. 

In the second place, these lawyers would write into head office all kinds of 
problems and we would become an interpreter of. our own laws; they would 
raise intricate questions from across Canada, would write lengthy letters and 
attach briefs. Under those circumstances we have felt that we should avoid 
employing members of the legal profession. 

Hon. Mr. Bucuanan: May I ask Mr. Elliott one question on the matter 
of the basic herd? Would that provision be enacted in law or could it be recog- 
nized as a departmental ruling? 

Mr. Exuiotr: I think that would have to be law. That is not an interpreta- 
tion, but a new basis of tax. 

Hon. Mr. Campspett: The evidence before us, ‘Mr. Elhott, has all been 
strongly in favour of an independent board of appeal. If I have interpreted your | 
testimony correctly, it is to the effect that vou feel that the board should be 
more or less of a departmental board, independent and set up specifically for 
the purpose of dealing with appeals, but under the control and jurisdiction of 
the department. 

Mr. Exutorr: An appeal board as to discretion or law and fact? 

Hon. Mr. Camppeiui: Law and fact. 

Mr. Exuiotr: You have quite misunderstood me. I should like to speak on 
that point again, because I know of no suggestion raised here of more importance 
than the establishment of these two kinds of boards. One board that would deal 
with the law and the facts, or a mixture, and the other to deal with discretionary 
powers. 

Now it is the duty of the department to interpret the law and the facts 
first, and come to a conclusion and advise the taxpayer. Then the court, if you 
recommend the setting up of one, should be entirely independent of the Tncome 
Tax Division—just as independent as the Exchequer Court. It would be my 
policy of administration to try and keep it independent although the people 
will want to come and discuss matters with you. I think we should draw the 
line and say, ‘No, you cannot come to us any more than an Exchequer Court 
Judge could come, or any other judge. You have got the case before you. Now 
you handle it.” When these lesser courts are established they will be so close 
to the information in the department that perhaps they will be asking us for 
further material. Well, we should adopt a cold, arm’s-length attitude if we do 
give them any additional information, but I would go so far as to say that they 
should not want any additional information at all. They should be thoroughly 
independent. 

I do suggest to this committee that ‘the findings of these courts on matters. 
of discretion should not be final and conclusive. Discretion is a matter of — 
opinion, not a matter of law at all; there are no principles running through it.. 
If you could take a matter of discretion to the courts, you might finally appeal 
it to the highest court in the land; indeed, you might ask the Privy Council - 
to express an opinion.as to how the discretion should be exercised. If the courts 
of law say that such and such a thing is law, parliament can make the statutes 
conform with that; but if the courts are charged with the duty of expressing 
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opinions, parliament will be impotent, for it cannot legislate as to what opinion 


ought to be. Therefore I make the submission—and it is fairly important—that 
the minister in giving his opinion is responsible to the people for that opinion. 
Parliament is the only forum then left to deal with it. 

The CuarrMaAn: Could the same thing not be said of decisions made by the 
proposed board or court? There would still be an appeal to parliament. We 
know that the courts will not review the exercise of discretion by the minister. 
If the discretion were exercised by the appeal board, the courts could still refuse 
to interfere with the exercise of discretion and the only remedy for an aggrieved 
taxpayer would then be an appeal to parliament, just as it is now when the dis- 
cretion is exercised by the minister. Would the situations not be parallel? 

Mr. Exxiorr: I do not think so. 


The Cuairman: I am simply trying to get your view. You have told us 
that once the minister exercises his discretion, that is final, and the taxpayer has 
no remedy except in an appeal to parliament. If the situation remained 
unchanged except that the discretion of the appeal board would replace the dis- 
cretion of the minister, would not everything else remain the same as it is now? 


Mr. Exuiorr: I would not think so, because, as I understand it, if the final 
court says, “Our opinion is that you should have done so and go,” parliament 
cannot change that. Parliament cannot so word a section as to say that: in 
matters of opinion dealing with such-and-such a thing, the opinion should be 
such-and-such. 

Hon. Mr. Camppeti: I think Mr. Elliott put it very well the other day 
when he said that what we must determine is, who is to have the final respon- 
sibility for exercising the discretion. He suggested that there should be an 
advisory board to advise the minister, but recommended that the board’s advice 
should not be binding upon the minister, that he should be free to accept it or 
reject it. From the point of view of the present I can see a good deal of force 
in that, but I would like to ask you this question:: Do you not think that after 
the advisory board had been carrying on for some time and had gained consider- 
able experience it would be better for it to exercise discretion under the act or 
to review the minister’s exercise of discretion, the board substituting its opinion 
for the minister’s where it considered that advisable? 


Mr. Exsiorr: No, I do not think so. I think the board should be advisory, 
and if perchance the minister said, “For reasons in the public interest I disagree 


with the board’s advice,” his decision should be the final one. If he is called — 


upon to defend his position in the house, he will have to do so. We are without 
experience in those things. In my own department we have a Board of Referees, 
than which there is no more important body functioning: in Canada to-day, for 
it determines the base or standard profit, above which the Crown takes 75 or 100 


per cent, or whatever it may be. The findings of that board are not final. The. 


board recommends to the minister that the standard profit should be so-and-so, 
and in every instance the minister has accepted the recommendation. 


Hon. Mr. Campsetu: I think he would accept the recommendation of the 4 


proposed tax appeal board also. 
The CuarrMan: That is Mr. Elliott’s argument. 


Mr. Eusorr: I am the salaries controller. About a year ago the salaries 
order was amended, and the controller was given such a wide discretion that I 
considered I could not possibly exercise this; it was so far removed from the 


salaries order, as ‘a matter of law, that we decided to set up boards. For a year ¢ 
or more we have had seven boards across Canada, and these boards hear cases _ 
and send in their recommendations to Ottawa. In surveying those reports our ‘ 
principal duty is to see that Vancouver, let us say, does not get out of line with 
Nova Scotia or ‘any other place in between. The members of the board exercise _ 
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their business judgment in the cases that come before them and we take their 
advice, but the salaries controller—and through him, the minister—is respon- 
sible. When appointing those boards we reached out for experienced gentlemen 
all across Canada. The men appointed were, in fact, retired business men. They 
have no competitors to sit upon, and they are not likely to recommend a salary 


- Increase on the ground of favouritism. They are retired gentlemen, with nothing 


'. but their conscience to guide them. 


The CuHatrrman: Must their decisions be formally approved by you? 
Mr. Exuiorr: Yes. 4 | 
The Cuairman: Are there many appeals from their decisions? 


Mr. Exriotr: No. There are some, but not many. The system is well 
accepted. Take another case. If a man’s right to retain his citizenship comes 
into question, there is a board to hear the case. The question before the board 
is, “Has that man misbehaved himself in such a way that he should lose his 
citizenship?” ‘The board simply reports to the minister; there is no law about 
it, it is an opinion. I Would not say you should be able to appeal that opinion 
to,the courts, for the minister has the responsibility of depriving a man of his 
citizenship. 2 

Hon. Mr. Campsetx: It seems to me that in the exercise of discretion under 
the income tax act the minister has a-responsibility to the taxpayer as well as 
to the state. 

Hon. Mr. Lambert: I think the Board of Transport Commissioners is a 
very good instance of a body to which authority has been delegated by parlia- 
ment. Occasionally an appeal is made from the decision of the board to the 
Governor in Council, but very rarely does the minister overrule the board. 


The CuamrMan: The minister cannot do that. Appeals from the Transport 
Board can be made only to the Governor in Council. 


Hon. Mr. Campsetu: Another “suggestion is that if you constitute an 
advisory board, its advice should be available to the taxpayer as well as to the 
minister, before it is approved by the minister. I have in mind some cases 
under the Excess Profits Tax Act where I am sure that if the taxpayer had 
known. of the award and had had an opportunity to show the minister what 
extreme hardship it would cause, the minister would never have approved. it.. 
Once the award is approved, there is no remedy. If the minister is left free to 
refuse to accept the advice of the board when it is in favour of the state, he 
should be free to accept it when it is in favour of the taxpayer? 

' Mr. Exuiorr: Yes. 

Hon. Mr. Campse.u: I think the evidence before us suggests that if a board 
of tax appeals is set up, the right of appeal to it should be in substitution of 
the right which the act now gives of appeal to the minister. You do not see 
any reason why there should continue to be an appeal to the minister in the 
first instance? 

Mr. Exuuiotr: No, but that would mean cutting out a lot of useful work 
that I would not like to see cut out. In theory that is sound, but in practice 
it would not work. ' : 

Hon. Mr. Campse.u: Is there not some way by which any appeal before 
the board could be reviewed by the minister? 

Mr. Exuiorr: That would be useful, but in the technical set-up once the 
board had given its decision the minister would be functus officio. 

Hon. Mr. Campseu: It seems to me that from the minister’s standpoint and 
from a practical standpoint the minister should have the privilege of reviewing 
these matters before they are finally decided by the board. It seems to me we 
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should try and eliminate double appeals. There should not be an a to the 
minister, as there now is under the act, and an appeal from the minister to 
the court. e 

Mr. Ex.tiorr: I would not suggest that, and I do not think it has been 
suggested. Are you not criticizing something that has not been suggested? The 
appeal would be to the minister, because it is his assessment with which you 
‘ would not agree. The taxpayer would appeal to the one who made the assess- 
ment and had the authority to make it. The minister either says, that the 
assessment will be adjusted or it will not. If it is not adjusted then it goes to 
the new court. The new court will consider it and give judgment—perhaps still 
dead against the taxpayer. In the more formal hearings, with extensive 
- argument, some arrangement might be made whereby it was deemed advisable 
to refer the whole matter back to the minister with certain comments. I think 
some useful arrangement could be worked out, and the job would be completed 
by way of adjustment; otherwise if the taxpayer gets into court and cannot get 
back to the department on a reasonable basis he 1s obliged to go. on into a 
higher court. | 


Hon. Mr. Luczr: I move we adjourn. 


The CuarrMANn: This concludes our public hearings. Mr. Stikeman suggests 
that the drafting committee should meet this afternoon when the house rises. 


The committee adjourned. 
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ORDER OF APPOINTMENT , 
(Extracts from the Minutes of Proceedings of the Senate for 19th March, 1946) 


Resolved—That a Special Committee of the Senate be appointed to: 
examine into the provisions and workings of the Income War Tax Act and 
The Excess Profits Tax Act, 1940, and to formulate recommendations for the: 
improvement, clarification and simplification of the methods of assessment, 
collection of taxes thereunder and the provisions of the said Acts by redrafting 
them, if necessary, and to report thereon; 

(2) That the said Committee be composed of the Honourable Senators. 
Aseltine, Beauregard, Bench, Buchanan, Campbell, Crerar, Euler, Farris, Haig,. 
Hayden, Hugessen, Lambert, Léger, McRae, Moraud, Robertson, Sinclair and. 
Vien; 

(3) That the said Committee shall have authority to send for persons,. 
papers and records. 

ATTEST: 
L. C. MOYER, 

Clerk of the Senate.. 
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MINUTES OF PROCEEDINGS 
TUESDAY, 28th May, 1946. 


Pursuant to adjournment and notice the Special Committee appointed to 
-examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the improve- 
ment, clarification and simplification of the methods of assessment, collection 
of taxes thereunder and the provisions of the said Acts by redrafting them, if 
necessary, met this day at 9.30 a.m. 

Present: The Honourable W. D. Euler, P.C., Chairman, The Honourable 
Senators Aseltine, Bench, Buchanan, Campbell, Crerar, Haig, Hugessen, Léger, 
McRae, Sinclair and Vien—12. 

In attendance: | 

Mr. H. H. Stikeman, Counsel to the Committee. 

A draft of Part 1 of the Final Report.of the Committee was again considered, 
amended andi adopted. 

At 10.30 a.m., the Committee adjourned, to the call of the Chairman. 

ATTEST: 

R. LAROSE, 
Clerk of the Committee. 
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PART ONE, FINAL REPORT OF THE SPECIAL COMMITTEE OF THE 
SENATE ON TAXATION 
| Turspay, May 28, 1946. 
__ On October 31, 1945, a Special Committee of the Senate was constituted 
with the purpose, as expressed in its Terms of Reference, “of examining into the 


provisions and workings of the Income War Tax Act and The Excess Profits 
Tax Act, 1940, and to formulate recommendations for the improvement, clari- 


fication and simplification of the methods of assessment and collection of taxes 


thereunder.” 
~ On November 15, 1945, the Terms of Reference were amended by the addition 
of the following words after the word “thereunder” 

“And the provisions of the said Acts by redrafting them, if necessary,” 


Since its inception on October 31, 1945, your Committee has heard briefs 
from the following organizations and individuals: 

C. Fraser Elliott, K.C., C.M.G., Deputy Minister of National Revenue 
for Taxation; 

Canadian Federation of Agriculture; 

Trades and Labour Congress of Canada; 

National Life Insurance Company; 

Senator A. N. McLean; 

Income Taxpayers’ Association; 

D. A. MeGibbon; 

Canadian Federation of Labour; 

Edmonton Chamber of Commerce; 

Canadian Manufacturers’ Association; 

Dominion Association of Chartered Accountants; 

Canadian Bar Association; 

Montreal Stock Exchange and Montreal Curb Market; 

Joint Stock Insurance Companies; 

Canadian Chamber of Commerce; 

Toronto Board of Trade; 

Certified Public Accountants Association of Ontario; 

Canadian Electrical Association ; 

Senator John T. Haig; 

Regina Board of Trade; 

Canadian Federation of Insurance Agents; 

Confederation Canadienne et Catholique du Travail; 

Montreal Chamber of Commerce. 

In the main these briefs dealt with those aspects of the Dominion Tax 
system which impose hardship as being in the opinion of their proponents, 
inimical to a healthy economic development of this country and to certain rights 
of the individual. Some of the briefs have suggested remedies or alternative 


- courses of action which might be taken by the Government to remove the 


objects of criticism. 

Having considered the objections, criticisms and remedies stressed by the 
various organizations heard, it has been thought fit to prepare a report embody- 
ing certain conclusions and setting forth certain possible courses of action which 
might commend themselves as suitable means of reaching a number of the 
objectives for which your Committee was set up. 
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Before considering hypothetical suggestions relating to any reorganization of 
the tax administration or a redraft of the law itself, it is necessary to consider 
briefly the factors in the field of Dominion taxation which appear to underly 
the criticisms voiced by the witnesses. Briefly, public dissatisfaction appears 
to concern itself with three broad general heads. 


1. There is dissatisfaction with the appeal procedure as now found in the 
Income War Tax Act and with the lack of facilities afforded taxpayers to have 
cases decided rapidly and objectively. Co-existing with this feeling is the more 
technical and less widely held objection to the use of ministerial or administrative _ 
discretion and to the absolute authority of the administration in many matters 
of substantive importance. 

As exemplifying the widespread discretionary jurisdiction now granted 
to the Minister of National Revenue, representations have been made which 
categorize the fields of administrative and ministerial discretion under the 
following heads:— 

A. Administrative and punitive powers; 

B. Powers which make the minister the judge of reasonableness or equity ; 

C. Powers which constitute the minister the judge of the facts; 

D. Powers to grant or refuse exemptions and allowances; 

E. Power to approve a pension fund or plan. 


For a detailed analysis of the number and degree of discretionary powers accorded 
to the Minister of National Revenue, see Appendix A. 


2. Secondly, a portion of the criticism which hag been received deals with 
the phraseology of the statute itself. There appears to be a growing feeling 
among economists, lawyers and accountants throughout Canada that the 
language of the present Dominion Income War Tax Act is no longer capable _ 
of permitting the legislation to fill its proper place in the vastly changed economic - 
structure of the country in the face of concepts of profit, and necessary expendi- 
tures which now exist when compared with those whose presence helped to 
shape the original statute in 1917. 


3. The third head under which criticism falls is that pertaining to the — 
administrative framework of the Taxation Division itself. Most of those — 
objections are directed to the low salaries paid, delays within the Department, _ 
m assessing and the disposition of individual cases , and to the inability of the — 
public to obtain the various inter-office administrative directives that are issued 
to the District Offices by the Deputy Minister at frequent intervals. 4 

It is our proposal, therefore, that the report be submitted in three parts, } 
each part dealing with remedies applicable to the three main phases of the — 
criticisms received. While this part of the report will be chiefly confined to the 
criticisms and proposed remedies relating to appeal procedure and the 
exercise of ministerial discretion, it is felt by your Committee that certain of 
the suggestions and recommendations made with respect to matters which — 
properly fall into categories 2 and 3 above are of such prime importance that 
they should be noted briefly at this stage. As much as possible, the suggested _ 
solutions are drawn from the briefs presented to us. In a substantial measure, 
however, the contents of this report also necessarily reflect the conclusions of 
the committee. 

Almost without exception the witnesses who appeared before your Com- — 
mittee urgently advocated a complete revision of the taxing statute to the end — 
that not only may clarity and coherence tbe achieved but that its provisions be — 
brought into conformity with modern business practice, With this suggestion — 
your committee is in complete accord. x 

Specific examples cited ag illustrative of this need are the present limitative 
forms of Sections 6 (1) (a) and 16 of the Income War Tax Act. It is suggested a 
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that Section 6 (1) (a) be amended to conform with modern accounting practice. 
While your Committee does not put forward at this time a concrete suggestion 
in legislative form, it is suggested that the general principles underlying the 
proposal which was made by Lord Macmillan who presided over the Income Tax | 
Codification Committee appointed in 1926 in Iingland be given serious consider- 
ation. This recommendation reads as follows:— | 3 
The amount of the profits of a business shall be computed in accord-_ 

ance with the ordinary commercial principles applicable to the 

computation of the profits of that business. 
- Moreover, at the present time, there would appear to be no provision in the 
Income War Tax Act which would allow the taxpayer as a matter of right 
to maintain his accounts and report his profits on an accrual basis. While the 
taxing authorities have in most cases recognized this to be a practical necessity 
for the efficient conduct of modern business, it is recommended that the statute 
be amended to give clear statutory authority for such practice. 

It is also recommended that Section 16 should be so amended as to clearly 
define a liability which shall be certain and subject to accurate computation 
arising out of certain alterations in corporate capital structure already referred 
to in that section. For example, a measure of the lability might be the monetary 
gain to shareholders occasioned by any capital reorganization or share split 
which increased their potential equity participation in existing earned surplus 
rather than by the present ambiguous form of the Section which imposes a 
charge whose severity lies in the interpretation placed upon the facts by 
departmental officials. 

The continued presence in the statute of Section 32A has been sharply 
criticized on the grounds that it has created grave uncertainty among taxpayers 
as to their liability to tax and accordingly your Committee recommends that the 
Section should be wholly eliminated, from the statute. 

A further criticism repeatedly voiced by witnesses appearing before your 
Committee was related to the question of an allowance for depreciation. At _ 
the present time, depreciation is referred to under Section 6(1) (n) where it is 
expressly prohibited as a deduction save as to such amount as the Minister in 
his discretion may allow. It is recommended that depreciation be recognized 
as a charge against profits to which every taxpayer is entitled as of right and 
that the Income War Tax Act be amended accordingly. 

Another recurring complaint in the representations made to your Committee 
was that directed to the delay which many taxpayers experience in obtaining 
their assessments. Instances were cited wheré as many as five years had elapsed 
before assessment notices issued. While it is recognized that there are situations 
where such delays might well be unavoidable, it is recommended: that the 
period within which the department must issue a Notice of Assessment be reason- 
ably limited by statutory provision. Closely allied with the criticism directed 
at these delays is the suggestion that. interest. charges which are now contained 
in the taxing statutes with respect. to underpayment of taxes should ‘be imposed 
for a period of two years only, unless before the expiration of that period an 
Interim Notice of Assessment has been mailed to the taxpayer. 

Upon the mailing of the Notice of Assessment within the two year period, 
it is felt that interest should continue to be assessed on any underpayment 
until the tax is paid in full; or if mailed after the two year period the liability 
to interest. on such underpayment should revive until payment of the amount 
finally determined to be due. It is further felt that the present rate of interest, 
is too high and that it should be lowered to 4 per cent, at simple interest, a 
recommendation which your Committee endorses. 

One further matter which may be mentioned at this point is that dealing 
with the deduction of tax at the source. It is felt that this system has met with 
the endorsation of taxpayers in general throughout the country and should be 
maintained as a permanent policy in the administration of the Act. 
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APPEALS 


In order that the suggestions and recommendations of your Committee in 
regard to appeals may be fully appreciated, a summary of the chronological 
steps involved in the appeal procedure, as presently provided in the statute, is 
here outlined. | 

(a) The taxpayer estimates his income, files a return and pays tax > 
thereon. 

(6) An Assessment Notice is forwarded to the taxpayer over the signature 
of the Deputy Minister which shows any arrears in the tax estimated 
or confirms the amount which has ‘been paid. : 

(c) If the taxpayer wishes to contest the assessment before the Exchequer 
Court or to preserve his legal rights of resource thereto while discussing 
the assessment on its merits with departmental officials, he must file 
a Notice of Appeal with the Minister of National Revenue within one 
month after the date of mailing of the Notice of Assessment. This 
Notice of Appeal sets out all the facts involved and contains a full 
statement of the reasons upon which the taxpayer intends to rely: If 
the Notices of Appeal or Dissatisfaction are not filed within the time 
stipulated by the statute, the taxpayer is barred from further action 
and the assessment becomes valid and binding, notwithstanding any 
error, defect or omission therein. 


(d) The taxpayer may and usually does discuss the assessment with 
departmental officials in the District Office and at Ottawa in an informal way. 
- In the event that a satisfactory solution is not found, the taxpayer may continu 
with his appeal. , 

(e) Following the mailing of the Notice of Appeal, the Minister issues his 
decision which is a formal document based on a review of the assessment. The 
decision may either affirm or amend the assessment. 

(f) Within one month from the date of mailing of the Minister’s decision, 
the taxpayer must send by registered mail a Notice of Dissatisfaction. This 
notice must state all further facts, statutory provisions and reasons which the 
taxpayer intends to submit to the Court in support of the appeal and which 
were not included in the Notice of Appeal. 

(g) Within one month after the mailing of the Notice of Dissatisfaction, 
the taxpayer is required to give security for costs in a sum of not less than 
$400.00. 

(h) In the heht of all the facts and reasons submitted the Minister sends 
a reply to the taxpayer and the issues are joined. | 

(1) Within two months from the date of mailing the reply, the Minister 
is required to transmit to the Exchequer Court, all the documents set out above 
and any other material which may affect the disposition of the appeal. - 

While pleadings are the general rule in practice, technically the Exchequer 
Court Act appears to permit of trial without pleadings and thus necessitates a 
Court order that pleadings be filed if they are desired. Consent must, therefore, 
be obtained to the order for pleadings. 

Generally speaking, the rules of practice before the Exchequer Court are 
clastic and, provided that both sides are given adequate opportunity to object, 
it would seem that application may be made to the Court for the extension or 
varying of specific rules according to the extenuating circumstances present in 
any particular case. : 

~ From the decision of the Exchequer Court, an appeal lies to the Supreme 
Court of Canada if the amount in dispute is in excess of $500.00. A further 
appeal lies to the Judicial Committee of the Privy Council, but it should be 
noted that this is not an appeal as of right, special leave to appeal being required _ 
from that body. : “Wg 
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Effective Remedies upon Appeal. 


Since the appeal from the assessment may, as already indicated eventually 
find itself a cause in issue before the Exchequer Court, it becomes important 
to consider the jurisdiction of this Court as granted to it in matters of income 
taxation by Section 66 of the Income War Tax Act. . 

Section 66 reads as follows: 

Subject to the provisions of this Act, the Exchequer Court shall 
have exclusive jurisdiction to hear and determine all questions that. may 
arise in connection with any assessment made under this Act and in 
delivering judgment may make any order as to payment of any tax, 
interest or penalty or as to costs as to the said Court may seem right and 
proper. 


An ancillary power of the Court in connection with the disposition of an 


appeal by a taxpayer is found in ss (2) where it is stated that 
The Court may refer the matter back to the Minister for further 
consideration. 


It will be noted from the above that under the express language of the statute 
an appeal is stated to be from an assessment only. This has been confirmed on 
a number of occasions by the Exchequer Court of Canada and the inference is 
clear that there is no direct appeal from the exercise of the Minister’s discretion 
per se. The only method by which a taxpayer can attack or even question the 
exercise of ministerial discretion under the law as presently constituted is by 
means of taking an appeal to the Exchequer Court and urging that the Court 
consider the exercise of discretion as one of the factors in the assessment which 
is appealed against. ye 

The practical effect of such an appeal involving discretion may be judged 
by the fact that the leading decisions of the Courts in Canada and the United 
Kingdom in this connection disclose that a Court may only interfere with the 
exercise of a discretionary power where it appears that 

1. The discretion has not really been exercised. 

2. It has not been exercised honestly and fairly. 

3. The person exercising the discretion was influenced by extraneous and 
irrelevant facts. 

4. The decision was based on principles incorrect in law. Important 
Canadian cases in this connection are: Pioneer Laundry and Dry Cleaners 
Limited v. Minister of National Revenue (1940) A.C. 127; Pioneer Laundry and 
Dry. Cleaners Limited v. Minister of National Revenue (1942) Canada Tax 
Cases 201; The King v. Noxzema Chemical Company of Canada Limited (1942) 
Canada Tax Cases 21; Nicholson v. Minister of National Revenue (1945) 
Canada Tax ‘Cases 263, and Wrights’ Canadian Ropes Limited v. Minister of 
National Revenue (1945) Canada Tax Cases 177; (1946) Canada Tax Cases 73. 


Accordingly, it is now well established in law that, if the Court determines, 
by applying the canons of the proper exercise of ministerial discretion, that such 
discretion has not been properly used, it may only state that the assessment 
has been erroneously or wrongly levied and refer the matter back to the 
Minister of National Revenue under subsection (2) of Section 65. In no 
case may the Court adjudicate upon or substitute its own opinion for the dis- 
cretionary opinion of the Minister. If the element of discretionary consideration 
in the assessment has satisfied all the tests of legal propriety as above set forth 
then, assuming the assessment to be otherwise in order, the court may not inter- 
fere in any way with the conclusions of the Minister or the issue of the assess- 
ment. If however, discretion has been improperly exercised in the light of the 
established legal principles all that the Court may do is to refer the assessment 
back to the Minister to be considered again. 
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Thus, under the present statute and the case law, there does not appear 
to be an instance where the Court can review the actual substance of the 
Minister’s discretion, even if improperly exercised, or substitute its opinion for 
the Minister’s, if it so desires. / 


SUGGESTED REMEDIES 

Your ‘Committee has been greatly impressed by the urgency of the criticism - 
directed at the appeal provisions as presently existing in the taxing statutes 
and the lack of an independent tribunal to which the taxpayer may appeal in. 
the first mstance when dissatisfied with his assessment. The effective bar 
to a successful appeal to the Exchequer Court of Canada under the present law 
in cases where the taxpayer is dissatisfied with the exercise of discretionary 
powers has already been pointed out. ) 

The Deputy Minister of National Revenue for Taxation, who in the initial 
hearings of the Committee gave evidence touching on various aspects of the 
administration of the taxing statutes, appeared again at the request of the 
Committee after the other witnesses had been heard and presented’ his views 
as to the advisability of establishing a Board of Tax Appeals. In this con- 
nection, he expressed himself as being in favour of establishing a Board which 
would operate as a court of first instance to hear appeals from assessments on 
questions of law only. Insofar as appeals from assessments which originated — 
from the exercise of ministerial or administrative discretion were concerned, 
however, he indicated that he was not in favour of superimposing an appeal 
board to consider or review the exercise of discretion as to its substance. He 
indicated, however, that it might be possible to establish a committee which 
would act in an advisory capacity to the Minister and to which the taxpayer _ 
or the Minister might refer questions arising from the exercise of discretion for 
consideration and advice. This committee, he thought, would function in a some- 
what similar manner to the Board of Referees as: described in Section 13 of the _ 
Excess Profits Tax Act, 1940, but should not be independent of the Minister of 
National Revenue. 

It was suggested by the Deputy Minister that should a matter of discretion 
arise with which the taxpayer was dissatisfied, he might apply to the Minister - 
to have the application of the discretionary power reviewed by this advisory 
body and that the taxpayer should be permitted to make all necessary representa- 
tions thereto. Mr. Elliott. indicated, however, that the findings of the Board or — 
Committee should, in essence be advisory only and that should the Minister 
of National Revenue desire to adhere to a conclusion differing with the findings — 
of the Board, no further review or appeal should be provided but that, as is the _ 
case under the presently enacted legislation, the decision of the Minister in - 
respect thereto should be final and conclusive. . 

Your Committee has given consideration to these submissions of the Deputy | 
Minister and has concluded that they represent a direct conflict of opinion with — 
the suggestion advanced by other witnesses in briefs and examinations, with which 3 
Suggestions your Committee agrees in principle as will be hereafter shown. 
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Boarp or Tax APPEALS 


As a result of the consideration and study of the Appeal Procedure and Tax _ 
Court suggestions made to your Committee by all the witnesses during the afore- — 
mentioned hearings, and benefiting from assistance provided in the brief’s sub-— 
mitted, it is recommended that the following principles be adhered to as 
conditions precedent to any solution that may be reached in this phase of the 
problem. aa 

The first important consideration which appeared repeatedly throughout the — 
hearings and which is felt to be a fundamental principle in this connection is that 
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the Board of Tax Appeals, when established in whatever form considered 
desirable, should be entirely divorced from and independent of the control of 
that Department of Government which is charged with the levying and col- 
lecting of taxes. 

The second consideration which is equally important is that the administer- 
ing officials of the Department which levies and collects the taxes be not accorded 
any authority relating to the exercise of administrative or ministerial discretion, 
the levying of assessments, or the imposition of penalties which is not subject 
to the immediate, effective and conclusive jurisdiction of an independent tribunal. 
It is felt that this Jurisdiction should relate not only to the formal proceedings 
and departmental directives but to the underlying considerations of fact which 
enter into the exercise of such authority by the Minister of National Revenue 
and his administering officials. 

With these two cardinal principles in mind, your Committee recommends 
that there be constituted a Board of Tax Appeals either by a separate Statute 
of the Dominion Parliament or by some appropriate amendment to the taxing 
statutes. It is felt desirable that this Board should bear such a name as that 
of “Board of Tax Appeals for Canada” and that it should have the pe 
and jurisdiction in matters of fact and of law of a court of record. 

It is further recommended that, in addition to having the judicial powers 


of ia court record, such Board be also empowered to dispose of questions arising’ 


on matters of fact which may enter into a determination of the law relating to 
the proper construction of the aforementioned statutes, and, moreover, that it 
have full power to hear and determine any appeal made by a taxpayer from an 
assessment under the Act. In this connection it 1s also recommended that the 
Board should, for. the purposes of entertaining and disposing of appeals from 
assessments have the statutory iauthority to exercise all the powers and discretions 
of whatever nature as may now be vested! in the Minister of National Revenue 
under any of the provisions of the Income War Tax Act or the Excess Profits 
Tax Act, 1940, or any such powers as may be imported into them at any sub- 
sequent time by legislative or administrative authority. 


It is recommended that the Board should be composed of not less than 7. 


members. There should be sufficient authority in the statute setting up the Board 
to increase the total number where circumstances make it desirable. In the 
opinion of your Committee, the Chairman, Deputy Chairman and one other 
member of the Board should be qualified legal practitioners of any Province of 
Canada with at least ten years’ standing. Two additional members, it is felt 
should be professional accountants of at least ten years standing and that the 
remaining members be representatives of the taxpaying community. At least 
two of the members so appointed should be bilingual. It is further recom- 
mended that in order to ensure the appointment of experienced and properly 
qualified men, provision should be made for the payment of adequate salaries 
commensurate with the positions created. It is suggested that the members 
of the Board be appointed for a term of 10 years and that they should be 
eligible. for reappointment. 

It is recommended that the Board be established at Ottawa but that it 
be given full authority to travel and to hold sittings at any place in the 
Dominion of Canada as circumstances may demand. At any hearing of the 
Board, a quorum of three should be required to be presided over by either 
the Chairman or the Deputy Chairman. 

_ The Board of Tax Appeals as here contemplated would thus take its place 
as a court of first instance below the Exchequer Court of Canada. 

Instead of a taxpayer receiving, as is now the case, a Notice of Assessment 
after his return has been filed and the appropriate auditing on the part of the 
departmental officials has been effected, it is recommended that the Minister 
~ of National Revenue issue to each taxpayer at that point in the proceedings, a 
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document entitled a “Notice of Intention to Assess.” This “Notice of 
Intention to Assess” should, like the Notice of Assessment under the present — 
statute, verify or alter the amount of the tax as estimated and reported by the _ 
taxpayer in his return. It is recommended that the taxing authorities be — 
required to issue such notice to every taxpayer within two years from the 
date of mailing of his income tax return. Following the issue of such “Notice 
of Intention to Assess,’ provision should be made that the taxpayer have 
30 days from the date of mailing of such Notice within which to lodge a 
“Notice of Objection” with the Minister, should he be of the opinion that 
the amount of tax to which the “Notice of Intention to Assess” indicates him 
to be liable is excessive or for any reason unwarranted. 

The Notice of Objection should be in writing and should set out in detail 
the grounds upon which it is based. Service of such Notice should be effected 
by mailing the same by registered post addressed to the Minister of National 
Revenue at Ottawa. 

Upon receipt of the said “Notice of Objection,’ the Minister of National 
Revenue should duly consider it and, within 60 days from the date of mailing 
thereof, forward by registered post to the objecting taxpayer a formal Notice 
of Assessment either affirming or amending the Notice of Intention to Assess. 

If the objector, after receipt of the said Notice of Assessment, is dissatisfied _ 
therewith it should be provided that he may, within 30 days from the date of — 
the mailing of such Notice of Assessment forward, addressed to the Minister 
by registered mail, a formal Notice of Appeal to the Board of Tax Appeals 
which should set out any additional facts, statutory provisions or other informa- 
tion upon which he wishes to rely and which were not included in the original 
Notice of Objection. 

It is recommended that within 15 days from the date of mailing of the 
Notice of Appeal, the Minister be required either to allow the appeal or to 
refer it to the Board of Tax Appeals notifying the appellant taxpayer accordingly. 
In the event that the appeal is referred to the Board, the following documents 
should be forwarded by the Minister to the Registrar of the Board: 

A. The income tax return of the appellant, if any, for the period under | 
review. 

The Notice of Intention to Assess. 

The Notice of Assessment. 

The Notice of Appeal. 

All other documents and papers relative to the assessment under appeal. 


It is recommended that the appellant be required to furnish security for 
costs to the satisfaction of the Board in a sum of not more than $10.00 when af 
the amount in dispute is less than $200.00 and not more than $25.00 when the — 
amount in issue is in excess of $200.00. The matter should then be deemed _ a 
to be an issue before the said Board ready for hearing provided however that 
if it be deemed advisable by the Board or a member thereof that pleadings — 
be filed an order may issue directing the parties to file pleadings. a 

Within 15 days from the receipt by the Board of all the aforementioned 
documents and papers relative to the assessment, the Board should notify — 
the Minister of National Revenue and the appellant of a date for‘hearing. 
After the appeal has been set down for hearing, as above provided, any fact. — 
or statutory provision not set out in the said Notice of Objection or Notice of 
Appeal may be pleaded or referred to in such manner and upon such terms — 
as the Board or any member thereof may direct. Either party to the appeal — 
might appear in person or by his agent. All hearings of the Board should be held — 
in camera, unless the parties otherwise agree. - 

Rules of procedure relating to the conduct of the hearings should be those — 
as may be issued from time to time by the Board of Tax Appeals. da 
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Following the hearing and consideration of the appeal by the Board, it is 
recommended that the decision and the reasons in support of it should be 
given in writing and made public and that copies be forwarded to the Minister 
of National Revenue and to the appellant. Such decision would be conclusive 
in its determination of the issue before the Board and binding on both parties. 

It is recommended that provision should be made for an appeal from the 

decision of the Board of Tax Appeals to the Exchequer Court of Canada similar 
_ to the presently existing right of appeal to that Court from the decision of the 
Minister. Accordingly, if either the Minister of National Revenue or the tax- 
payer is dissatisfied with the decision of the Board of Tax Appeals, an appeal 
would lie from its decision to the Exchequer Court. The party launching such 
an appeal should be required, within 30 days of the date of mailing of the 
Board’s decision, to file a Notice of Appeal with the Registrar of the Board who 
would thereupon transmit the record of the proceedings to the Exchequer Court. 
For a specific suggestion as to the form which the legislation may take in setting 
up the Board of Tax Appeals see Appendix B. 

It is felt by your Committee that if a Board of Tax Appeals is established 
as indicated above, three principal objections raised by the majority of witnesses, 
as already described, will be suitably met. 

1. The taxpayer will be provided with a speedy and inexpensive tribunal 
to which he may take all disputes arising from assessments including questions of 
fact, of law and of the exercise of ministerial or administrative discretion, and 
he will be assured of an impartial and considered adjudication in the course of 
which the Board may substitute its opinion on all matters for that of the 
Minister of National Revenue, or of any administrative tribunal whose decision 
has entered into the making of the assessment. 

2. By the fact that the decision of the Board will have considered and, if 
necessary, varied or confirmed the exercise of discretionary power, the flexibility 
of the statute will remain unimpaired since the necessity to remove entirely the 
discretionary authority now contained therein will be somewhat modified while 
the administering official acting for the Minister of National Revenue will be 
afforded guides of increasing usefulness as a ‘body of jurisprudence is established 
relating to the proper exercise of such discretion in a variety of instances. 

3. The accumulation of a body of precedent through publication of the 
decisions and their supporting reasons of the Board of Tax Anpeals, which 
decisions will in many cases inevitably be the result of contestations arising 
out of the application of departmental directives and rulings, will tend to 
diminish the force of and the need for such rulings within the Department. 
In addition thereto, this body of precedent will assist in the clarification of 
many sections of the taxing statutes now obscure for want of official inter- 
pretation and will in turn diminish to some extent the need to redraft portions 
of the statutes since those sections, which are now charged with ambiguity by 
the public and administering officials, will perforce obtain certainty, if not 
clarity, from the application to them of the decisions of the Board. 


The whole respectfully submitted. 
W. D. EULER, 
Chairman. 
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DISCRETION OF THE MINISTER 


Sections of Income War Tax Act 


2(1) (i) pCR ue Cay (i) aiid) 
2(1) (s) > (ii) 7A(1)- 42 
3 (2) 8(1) 43 
3(4) 8(2A) 44 
3 (6) 8 (2B) 45 
4(1) (i) 8(3) 46 
4(1) (k) 8(5) 46A 
4(1) (m) 8 (9) AT 
4(1) (0) 8(11) 5o 
4(1) (x) 9A (b) 59 
SCE eta) 9B (1) 74(1 
ST 101) 9B (7) 75(1) and (2) 
5(1) (ff) 9B (11) 76A (1) and (2) 
o(1) » (g) 10(2) and (8) 77(3) and! (4) 
OM Lay) Lt) 82 | 
7 ee Ga LD) 84 (3) 
5(1) (m) 13(1) and (2) 88 (5) 
5(1)  (p) 21(3) 88 (7) | 
5(1) (s) 23 89(1) (2) and (4) 
OGL) aa) 23A 90(3) 
BCH) aad ae 23B 90(4) (x) 
6(1) (i) 26 90(5) 
6(1)  (k) 274 90(6) 
6(1) (n) 31 (1) 92 (2) 
6(1) (0) 32 (1) | 92 (8) 
6 (2) 32B -92(12)  (b) 
6 (3) 36 (3) Rule 6, 8, 1, 1st Sch. 
6 (4) 39:(2) kel B) Rule 7, S, 2, 1st Sch. 
6(5) 39 (5) 
39A (3) 
40 


2(1) (d) 5(5) 

2(1)  (h) 6(1) (b) 

TANNA Whee 68) 6(2) (b) 

3(1) 6(2) (c) 

4(1) (a), (b) and(c) 7(1) (b) 

4 (2) 7(1) (g) 

4 (1) 8(1) (b) 

5 9(1) (2) and (8) 
5(1) 10 . 
5 (2) 13 

5(3) 15A 


5(4) Ist Sch., 8, 3(b) 


10. 
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Minister’s Discretionary Powrrs , 
Generally speaking these sections may be categorized as follows: 


CATEGORIES OF DISCRETION 
Allowance of Reserves: 


5(1)* (a) a. Depletion; 

Gulrre (nh) b. Depreciation ; 

6(1) (d) ec. Bad Debts. 

Sage (c), H.P.T. d. Inventory. 

Lamitation of Expenses: 

6 (2) 1. Expenses. 

6(3) 2. Salaries; ate 
90(4) (x) 3. In capital expenditure allowance; 
5(1) | (b) 4. Interest. 


Determanation of the true nature of transactions where lessening of tax may 
be involved with reference to companies and individuals: 


23 1. Inter company purchases and sales; 

2EtS) 2. Value of shareholders’ property transferred to 
. company ; 

23 (b) 3. Unreasonable payment to non-resident companies; 

31(1) and 52(1) 4. Transactions between husband and wife and 


parent and child. 


Determination of the nature of Income: 


3(2) 1. Interest portion; 
3 (4) 2. Tax free living allowance. 
Determimng nature and effect of certain legal documents and reciprocal acts: 
Eee Cd) | 
a1) )) (1) 
Approval of Pension Schemes. 
5(1) (m) 
. Minor Administrative Discretions: 
40 1. Extending time for making return; 
42 2. Require production of letters and documents 
involved in assessment; ‘ 
46 3. Require keeping of books; 
74(1) 4. Demand payment of taxes for a person suspected 


of leaving Canada. 


Regulations to carry Act into effect. 


fay (2) 
Waving of Penalties: 
77(3)— (b) 1. Failure to file return. 


Determination of Standard Profits: 


2(1) (h) E.P.T. a. Commencement of business; 
4(2) E.P.T. b. Nature of business. 


Adjust Standard Profits: 


A(1)) (a). E.P:T. 1. Basis of partial fiscal period; 
4(1) (b) EP.T. 2. Alteration of capital. ; 
64608—2 
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12. References to Board of Referees in case of new or substantially different 
business. 
52); oan (Ajkisk. 1: 


(The sections listed are from the these War Tax Act unless they are 
marked E.P.T. which signifies Profits Tax Act.) | 


APPENDIX “B” 


SUGGESTED LEGISLATION Settinc Up Boarp or Tax APPRALS AND APPROPRIATE 
PROCEDURE FOR ASSESSMENT | 


Constitution of Board of Tax Appeals 


1. There shall be a Board appointed by the Governor in Council to be 
called the Board of Tax Appeals of Canada consisting of seven members and 
such additional number as may be required from time to time, the members 
of which shall jointly and severally have all the powers and authority of a 
Commissioner appointed under Part I of the Inquiries Act. , 

(2) The Governor in Council shall appoint one of the members of such — 
Board as ‘Chairman and another as Vice-Chairman. The Chairman and the 
Vice-Chairman and one other member of the Board, including the Chairman 
and the Vice-Chairman shall be qualified legal practitioners of any Province of | 
Canada of at least ten years’ standing. In the absence of the Chairman, the — 
Vice-Chairman shall be vested with all the powers conferred upon the 
Chairman. 

(3) Each member shall hold office for a term of not more than 10 years 
but shall be eligible for reappointment. Any member may be removed for cause 
at any time by the Governor in Council. 

(4) The Chairman, Vice-Chairman and other members of the Board shall 
be paid such annual salaries as the Governor in Council may determine. 


(5) If any member by reason of illness or other incapacity is unable at 
any time to perform the duties of his position, the Governor in Council may 
make a temporary appointment of a qualified person to sit in his place and 
stead upon such terms and conditions and for such term and at such salary 
as the Governor in Council may prescribe. 
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2. The Board shall act as a Court of Appeal to hear and determine any 
appeal made by a taxpayer from an assessment under the Income War Tax 
Act or the Excess Profits Tax Act, 1940. j 

(2) The Board shall have power to determine all disputes eran taxpayers 
and the Department of National Revenue with respect to taxes payable under the og 
Income War Tax Act or under the Excess Profits Tax Act, 1940. 

(3) The Board in determining any question Getore it shall have and — 
may exercise all the powers and discretions vested in the Minister of National 
Revenue by the Income War Tax Act or by the Excess Profits Tax Act, 1940 and, 
notwithstanding any previous exercise or purported exercise thereof by the ~ 
Minister, shall exercise such powers and discretions in the manner in which ~ 
in the opinion of the Board the Minister should have exercised the same in the ~ 
first instance. 4 

(4) At all sittings of the Board, three members shall constitute a quorum ~ 
one of which shall be the Chairman of the Board or the Deputy mbairay ong 
the decision of the majority shall prevail. f 

(5) An appeal shall lie from any decision of the Board of Tax Appeals to 4 

the Exchequer Court of Canada. a 
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3. Within 2 years of the date of mailing of the taxpayers return, the 
-Minister shall examine the said return and shall forward to the taxpayer, by 
registered mail, a Notice of Intention to Assess verifying or altering the amount 
of tax as estimated in the said return. 


1 4. Any person who objects to the amount as set out in the said Notice of 
Intention to Assess may within 30 days of the date of mailing of the said Notice 
lodge with the Minister a Notice of Objection. 


(2) Such Notice of Objection shall be in writing and shall set out clearly the. 
reasons for the objection and all facts relative thereto. 


_ (3) Such Notice may be served on the Minister by mailing the same by 
registered mail addressed to the Minister of National Revenue at Ottawa. 


5. Upon receipt of the said Notice of Objection the Minister shall duly 
consider the same and shall within 60 days from the date of mailing thereof for- 
ward by registered post to the objecting taxpayer a formal Notice of Assessment 
either affirming or amending the Notice of Intention to Assess. 


‘6. If the objector, after receipt of the said Notice of Assessment, is dissatisfied 
therewith he may within 30 days from the date of mailing of the Notice of 
Assessment lodge with the Minister of National Revenue a Notice of Appeal to 
the Board of Tax Appeals. Such Notice shall be in writing and shall set out any 
additional facts, statutory provisions or other information relative to the appeal 
upon which the taxpayer wishes to rely and not set out in the Notice of Objection. 


7. Within 15 days from the date of mailing of the said Notice of Appeal, 
the Minister shall either allow the appeal or transmit the same to the Board 
of Tax Appeals and shall forthwith notify the taxpayer accordingly. 

(2) Upon the appeal being transmitted to the Board of Tax Appeals the 
Minister shall at the same time cause to be transmitted to the said Board copies 
of the following documents: 

(a) The income tax return of the appellant, if any, for the period under 

review. 

(b) The Notice of Intention to Assess. 

(c) The Notice of Assessment. 

(d) The Notice of Appeal. 

(e) All other documents and papers relative to the assessment under appeal. 


(3) Upon notification by the Minister that the appeal has been transmitted 
to the Board, the taxpayer shall forthwith give security for costs to the satis-. 
faction of the Board in a sum of not more than $10.00 where the amount in dispute 
is $200.00 or less and not more than $25.00 where the amount in dispute is in 
excess of $200.00. 


8. The matter shall thereupon be deemed to be an action before the said 
Board provided however that if 1t be deemed advisable by the Board or a member 
thereof that pleadings be filed an order so directed may be made by the Board. 


9. Within 15 days from the receipt by the Board of the aforementioned 
documents the Registrar of the said Board shall notify the Minister of National 
Revenue and the appellant of a date for hearing. 


10. After the appeal has been set down for hearing any fact or statutory 
provision not set out in the Notice of Objection or in the Notice of Appeal may 
be pleaded or referred to only upon such terms and in such manner as the Board 
or any member thereof may direct. 
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11. The Board of Tax Appeals shall duly consider the appeal and upon — 


hearing the evidence adduced and upon such other enquiry as it deems advisable 
shall determine the matter affirming or amending the assessment and shall state 
its decision in writing together with reasons therefor. 


(2) Copies of the said decision and reasons shall be forwarded forthwith 


to the Minister of National Revenue and the taxpayer. : 

(3) Subject to the provisions of Section 2(5) the decision of the Board shall 
be final and.conclusive in its determination of the issue before the Board and 
binding on both parties. | 


12. Either party may appear in person or by their agent. 


13. If the Minister or the taxpayer is dissatisfied with the findings of the 
Board he shall within 30 days from the receipt of the decision of the Board file 
a Notice of Intention to Appeal to the Exchequer Court of Canada with the 
Registrar of the Board of Tax Appeals and the said Registrar shall thereupon 
deliver to the Registrar of the Exchequer Court of Canada the record of the 
appeal then in the possession of the said Board. 


14. The Board of Tax Appeals may with the approval of the Governor in 
Council make all necessary rules and regulations respecting, 

(a) the sittings of the Board and divisions thereof throughout Canada, 

(b) the practice and procedure in all matters of business to be dealt with 
before the Board, 

(c) the apportionment of the work of the Board among its members, the 
allocation of members to divisions and the assignment of divisions to 
sit at hearings, 

(d) the publication of the decisions of the Board Mies 

(ec) generally, the carrying on of the work of the Board, ‘the management 
of its internal affairs and the duties of its officers and employees, 

(f) any other matter or thing deemed necessary in the performance of the 
function of the Board as a court of tax appeals. cg 


15. The Governor in Council may appoint such officers, clerks and athe 


assistants as may be necessary for the proper carrying out of the dutiés of the 


said Board. 


16. The remuneration of all officers, clerks and assistants, and all the expenses _ | 


of the Board incidental to the carrying out of the provisions of this Act including 
all actual and reasonable travelling expenses of the members of the Board and 
the Registrar and Assistant Registrars and of such members of the staff of the 
Board as may be required by the Board to travel, necessarily incurred in attend- 
ing to the duties of their office, shall be paid monthly out of moneys to be 
provided by Parliament 


L@ No member of the Board or Registrar or clerk or assistant shall com- 
municate or allow to be communicated to any person not lawfully entitled 
thereto any information obtained under the provisions of this Act or allow any 


such persons to inspect or have access to any written statement furnished — 


thereunder. 


18. No member of the Board of Tax Appeals shall, either directly or. 


indirectly, as director, manager, partner or employer of any corporation, com- 


pany or firm, or in any other manner whatever for himself or others, engage in ae 


any occupation or business other than his duties as a member of such Board of 


Tax Appeals but every such member shall devote himself exclusively to such 


duties. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, 31st July, 1946. 


Pursuant to adjournment and notice the Special Committee appointed to 
examine into the provisions and workings of the Income War Tax Act and The 
Excess Profits Tax Act, 1940, and to formulate recommendations for the improve- 
_ ment, clarification and simplification of the methods of assessment, collection 
of taxes thereunder and the provisions of the said Acts by redrafting them, if 
necessary, met this day at 2 p.m., The Honourable W. D. Euler, P.C., Chairman, 
presiding. : | 

In attendance: 

Mr. H. H. Stikeman, Counsel to the Committee. 


A draft of Part IL of the Final Report was considered, amended and 
adopted. 


At 3.45 p.m. the Committee adjourned to the call of the Chairman. 


ATTEST: 


A. H. HINDS, 
Chief Clerk of Committees. 
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FINAL REPORT OF THE SENATE COMMITTEE ON TAXATION 


Part II 


WEDNESDAY, 31st July, 1946. 


On October 31, 1945, a Special Committee of the Senate was constituted 
with the purpose, as expressed in the terms of reference “of examining into the 
provisions and workings of the Income War Tax Act and The Excess Profits 
Tax Act, 1940, and of formulating recommendations for the improvement, 
clarification and simplification of the methods of assessment and collection of 
taxes thereunder.” 


On November 15, 1945, the terms of reference were amended by the addi- 
tion of the following words after the word “thereunder”: 


‘and the provisions of the said Acts by redrafting them if necessary”. 


Part I of the Final Report of your Committee was presented to the Senate 
by the Chairman, the Honourable W. D. Euler, on May 28, 1946. Senator 
Euler then indicated that Part II will deat with the necessary changes to the 
Act recommended by the Committee and Part III will relate to the administra- 
tion of the taxing statutes. 


Since the adoption by this Chamber of Part I of the Report, the Minister of 
Finance has introduced certain resolutions indicating the propositions upon 
which the Government proposes to found its amending legislation in respect 
of the Income War Tax Act and The Excess Profits Tax Act, 1940. In the 
speech introducing the Budget Resolutions the Minister of Finance stated that 
‘Gnstructions are being given to the inter-departmental drafting committee to 
explore-carefully the possibility of reducing the number of discretions now 


vested in the Minister or at least of providing for their exercise under regula-~~ 


tions-approved by the Governor in Council.’ It has also been indicated that 
such an inter-departmental drafting committee has been requested to consider 
the possibility of generally clarifying the Income War Tax Act. 


Since the Government proposes to take certain measures, as described above, 
which will, it is hoped, to some extent achieve the objects for which your 
Committee has been constituted, it is thought desirable to direct the Second 
Part of the Final Report to assisting the Government in carrying out its 
intention in this direction. In doing so, however, your Committee wishes 
to go on record that although it here confines itself to a number of limited 
suggestions regarding the treatment of certain sections of the Income War 
Tax Act and The Excess Profits Tax Act, 1940, it requests the opportunity 
of reviewing whatever proposals may be made by _ the inter-departmental 
committee in order to determine whether in its opinion the proposals might 
benefit from further study or from additional recommendations by a com- 
mittee of this Chamber. 


As stated in Part I of the Final Report, your Committee has heard Briefs 
from twenty-three organizations and individuals. Your Committee has con- 
sidered the representations made in these Briefs insofar as they relate to ~ 
certain aspects of the Appeal provisions in the two Statutes and in a more 
limited manner insofar as they refer to the desirability of specific changes in 
the legislation and improvements in the administrative techniques employed — 
by the Taxation Division of the Department of National Revenue. | 
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It is proposed, therefore, that Part II of this Report be confined to a 
statement of those sections which in the opinion of your Committee, after — 
giving study to the briefs and representations made to it, require amendment, 
clarification or repeal. | 

Insofar as the details of administration within the Department are con- 
cerned, which, it has already been stated, will be dealt with in Part III of this 
Report, your Committee feels that it requires further opportunity to hear 
witnesses and to study their representations with a view to making an analysis 
of the methods of operation and administration of the Department before 
making recommendations in this connection. 


After hearing the statements of a number of witnesses on the question of 
the renumeration now being paid to various classifications of the Staff of the 
Taxation Division, however,: your Committee is impressed with the fact that — 
current salaries appear in the main to be inadequate in view of the national a 
importance and the high degree of responsibility inherent in the nature of the 
functions performed by officers of that Division. | 


In view of the impossibility. of completing its task in this connection before 
the end of the present Session of Parliament, your Committee recommends that, 
if it is the wish of this Chamber that Part III of this Report be made, your 
Committee be reconstituted for that purpose. 


Insofar as the desirable changes in the legislation are concerned, the 
representations made may be divided into three broad categories :— 
(1) Those recommending that certain sections of the taxing statutes be 
amended in certain directions. 
(2) Those recommending that certain sections be clarified and more par- 
ticularly with regard to the exercise of Ministerial discretion thereunder; and 


(3) Those recommending that certain sections be repealed. 
Acccrdingly, your Committee recommends:— 


(1) That a complete review of the taxing Statutes be effected to the end 
that not only may clarity and coherence be achieved but that their provisions 
may be brought into conformity with modern business practice. In this con- — 
nection it is recommended that the following sections of the Income War Tax 
Act be amended to reflect the above principle: | 4 


Section Subject Matter Reference to Page of Evidence . 
Before Committee “ 


2 (1) (7) Definition of. self contained, domestic 1946, p.123, Canadian Bar Associa- : 
establishment. tion. 


qi 


er rN ae ae ae 


6 (1) (a) Expenses not laid out to earn income. 1946, p.119, Canadian Bar Associa- 
tion; p.248, Toronto Board of 

Trade; 286, Senator Haig. E. 

6 (d) Reserves, Contingent Accounts or Sinking 1946, pp.113, 114, Canadian Bar As- 
Funds. sociation. 


6 (n) Allowance for depreciation. 1946, p.81, Dominion Chartered Ac- _ 
. countants Association, p.248, To- 


ronto Board of Trade. . 


16 Capital Stock changes by Company with 1946, p.249, Toronto Board of ‘a 
undistributed income. v4, brade. hal 

55. (b) Continuation of Liability for Tax. 1946, p.306; Income Taxpayers’ As- 
| sociation. ae 


In connection with section 55 (b), it is recommended that the six-year 
limitation be amended to provide that an assessment may not be re-opened ~ 
after three years from the day upon which it was mailed to the taxpayer in 
cases other than those in which the taxpayer has made a misrepresentation of 
fact or has committed fraud in making his return or supplying information 
under the Act. a 
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(ii) That the following sections of the Income War Tax Act be clarified in 


‘such a manner that their interpretation is not subject to doubt and that they 
do not come into conflict with other sections of the said Act: r 


Section . Subject Matter Reference to Page of Evidence 
Before Committee 
9B Withholding tax on Non-Residents. 1946, p.122, Canadian Bar Associa- 
tion; p.249, Toronto Board of 
Trade. 

16 Capital Stock Changes by Company with 1946; p.249, Toronto Board of 
undistributed income. Trade. i 
88(8) Deductions from Gift Tax. _ 1946; p.126, Canadian Bar Associa- 

: tion. | 


(iii) That the following sections of the Income War Tax Act be repealed: 


Reference to Page of Evidence 


Section Subject Matter Before Committee 
10 Distinction between income from chief 1946; p.118, Canadian Bar Associa- 
occupation and secondary activity. wo tons a 
PAN Transactions to avoid taxation. 1946; p.82, Dominion Association 


of Chartered Accountants; p.249, 
Toronto Board of Trade; p.285, 
Canadian Electrical Association. 


(iv) That the following sections of the Excess Profits Tax Act, 1940, be 
repealed: 


Section Subject Matter Reference to Page Evidence 
Before Committee 
A a ‘Transactions to Avoid Taxation. 1946; p.82, Dominion Association 


of Chartered Accountants; p.249, 
Toronto Board of Trade; p.285, 
Canadian Electrical Association. 


Tt is pointed out that the foregoing sections should not be regarded as 
necessarily comprising all the sections, which require amendment, clarification 
or repeal. The list above set forth is composed of those sections which, in the 
opinion of your Committee, and of the witnesses who came before it, are most 
urgently in need of attention by the Governmental draftsmen in order. to 
facilitate a uniform, clear and reasonable administration of the taxing Statutes - 
as they presently exist. 


Your Committee wishes to go on record in connection with any revision 
which may be proposed or effected by the Government in respect of the two 
taxing Statutes above mentioned as being in complete accord with the statement 
of the Minister of Finance with respect.to his instructions to the interdepart- 
mental drafting committee regarding the reduction in the number of diseretions 
now vested in the Minister of National Revenue and wishes further to endorse 
his desire to explore the possibility of providing for their exercise under regula- 
_ tions approved by the Governor in Council. Such a limitation of Ministerial 
discretion becomes all the more necessary, since, much to the regret of your 
Comnaittee, the Minister of Finance has not seen fit to adopt the recommenda- 
tions made by your Committee in Part I of this Report relating to the establish- 
ment of a Board of Tax Appeals with authority to review administrative 
discretions. 


All which is respectfully submitted. © 


W. D. EULER, 
Chairman. 
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